Ea ater ise 2 


HJ Budget analysis: 2003 biennium: agency budgets 


Montana State Library 


> UANNNTNOIN 


3 0864 1007 0320 9 


WH. fciee a : cee 
uly fi mens 41 cr fl 
i's ue . 


Cee ALITY 








MONTANA LEGISLATIVE LIBRARY Sl 





LEGISLATIVE BUDGET ANALYSIS 
2003 Biennium 
Volume 3 


Presented to the Fifty-seventh Legislature 


Submitted by 


The Legislative Fiscal Division 


Helena, Montana 
January, 2001 
Rann eke er ne Le US A eI a 





~ AGENCY BUDGET 
ANALYSIS - INTRODUCTION 


Ageticy Subcommittee Groupings 
Agency Budget Analysis (Road Map) 
Agency Budget Highlights 


i 


ie 
orm SAA A 


ns bcs 12 a IE ae 
Dhadak ae 


Te 








AGENCY SUBCOMMITTEE GROUPINGS 


The following sections (A through F) provide a detailed explanation and analysis of the Executive Budget for 
each agency and agency program that contains appropriations in HB 2. The agencies are grouped by 
functional categories that mirror agency groups by their Appropriations Subcommittee. The groups are 
summarized below. Programs funded with proprietary funds are not funded in HB2, but explanation and 
analysis of these programs are included in each agency narrative for the purpose of legislative rate setting. 


GENERAL GOVERNMENT AND 
TRANSPORTATION (Section A) 


Legislative Branch 

Consumer Counsel 

Judiciary 

Montana Chiropractic Legal Panel 
Governor's Office 
Secretary of State 

Commissioner of Political Practices 
State Auditor 

Transportation 

Revenue 

Administration 

Appellate Defender Commission 


HEALTH and HUMAN SERVICES (Section B) 


Public Health and Human Services 


NATURAL RESOURCES and COMMERCE 
(Section C) 


Fish, Wildlife, and Parks 
Environmental Quality 

Livestock 

Natural Resources and Conservation 
Agriculture 

Commerce 


CORRECTIONS AND PUBLIC SAFETY (Section D) 


Board of Crime Control 
Justice 
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CORRECTIONS AND PUBLIC SAFETY (continued) 


Public Service Regulation 
Corrections 

Labor and Industry 
Military Affairs 


EDUCATION (Section E) 


Office of Public Instruction 

Board of Public Education 

School for the Deaf and Blind 
Commissioner of Higher Education 
Community Colleges 

Colleges of Technology 

Montana University System (MUS) 
Agricultural Experiment Station 
Cooperative Extension Service 
Forestry and Conservation Experiment Station 
Bureau of Mines 

Montana Arts Council 

State Library Commission 

Fire Services Training School 
Montana Historical Society 


LONG-RANGE PLANNING (Section F) 


Long-Range Building Program 

Treasure State Endowment Program 

Oil Overcharge Funds 

State Building Energy Conservation 
Resource Indemnity Trust Interest Account 
Cultural and Aesthetic Grant Program 
Information Technology Bond Proposal 
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AGENCY BUDGET ANALYSIS (ROAD MAP) 





The purpose of the “Agency Budget Analysis” is to provide 
a resource for legislators and members of the public to 
understand and allow for action on state agency budgets. 
It is designed to be a working document for use by the 
joint appropriations subcommittees. It does this by: 


e Detailing components of the Executive Budget; 
and 

e Raising budget and other issues for legislative 
consideration. 


This section provides a roadmap for using the Agency 
Budget Analysis volumes by discussing each component. 


BUDGET TIERS 


The section is constructed based on the statutory 
requirement that the budget be presented in three tiers: 


1. base budget, 
2. present law budget, and 
3. new proposals. 


(For a further explanation of these tiers and how they are 
derived, see page 1 of the “Reference” section in Volume 
1.) The analysis is presented in such a way as to allow 
the legislature to see and act on each present law 
adjustment and new proposal made to the base budget to 
derive the Executive Budget, by summarizing and raising 
issues with those adjustments. 


LEGISLATIVE FISCAL DIVISION (LFD) 
ISSUES AND COMMENTS 


While LFD staff have written the entire analysis document, 
parts are meant strictly to explain what is in the Executive 
Budget in a way that does not justify or advocate the 
executive’s position. 


The heart of the analysis of that budget is contained in the 
LFD issues and comments provided on that proposed 
budget. If the LFD analyst has raised an issue with 
anything contained in the Executive Budget or with agency 
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operations and expenditures, they are included as an 
“LFD Issue”. The analyst may also provide additional 
information to aid the legislature in its decision making 
under the heading “LFD Comment’. All issues and 
comments are clearly identified in the narrative. 


COMPONENTS OF THE AGENCY BUDGET 
ANALYSIS 


For all multiple program agencies, the narrative is divided 
into two parts: 1) the agency narrative; and 2) the 
program narrative. 


Agency Narrative 


The agency narrative provides an overview of the 
Executive Budget for that agency. Since the legislature 
appropriates at the program level, only issues raised in the 
analysis with an agency-wide or multiple-program impact 
are discussed at this level. All discussion occurs within 
the relevant program narratives. 


Each agency narrative has the following components. 


1. The Main Table shows the Executive Budget request 
by year, including separate columns showing present 
law adjustments and new proposals. The reader can 
use this table to not only get a general idea of the size 
and funding of the agency, but of any changes 
proposed by the Governor. 

2. Agency Description is a brief description of the 
agency. 

3. If included by the executive, a discussion of the 
following three types of proposals, each with LFD 
comments as appropriate: 

e Supplemental Appropriations discusses 
supplemental appropriations recommended by 
the Governor for fiscal 2001, or supplemental 
appropriations approved in fiscal 2000. 

e Reorganization details any reorganization that 
took place in the 2001 biennium or is proposed 
by the executive for the 2003 biennium. 
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e Language Recommendations includes any 
agency-wide language proposed by the 
executive. 

4. Agency Discussion provides summary comments 
about the agency by the LFD analyst, or additional 


information about the agency or any function therein - 


that may aid the reader in gaining an understanding 
of the agency’s overall budget or significant budget 
areas. 

5. Biennium Comparison Table compares adjusted 
actual fiscal 2000 expenditures and appropriations for 
fiscal 2001 (the 2001 biennium base) to the 2003 
biennium Executive Budget so the reader can get a 
general sense of the change between biennia. 

6. Agency Issues is a discussion by the LFD analyst of 
any identified agency-wide or multi-program issues. 
Otherwise, all discussions of adjustments and 
attendant issues are included in the relevant program 
narratives. . 

7. Proposed Legislation is a listing and discussion of 
any legislation with a likely fiscal impact proposed by 
the executive and pertinent to the agency. This 
section is designed to alert the legislature to other 
legislation not included in HB 2 that could have a 
bearing on the agency’s budget and operation. 

8. New Proposals Summary Table summarizes all 
new proposals proposed by the executive for the 
agency. An explanation of and comments on each of 
the new proposals is included in the relevant program 
narratives. 

9. Elected Officials New Proposals lists new 
proposals advocated by agencies headed by either 
an elected official or the Board of Regents but not 
included in the Executive Budget. 


Note: The main and biennial comparison tables, and the 
agency description are included in each agency narrative. 
However, the other components are “optional”, indicating 
they are included only if circumstances warrant. 


Program Narrative 


Narratives detailing each agency programs follow the 
agency narrative. The program narrative contains the 
following components. 


1. The Main Table contains the same information as the 
agency main table for each program of the 


Legislative Budget Analysis 2003 Biennium 


10. 
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department, including the adjusted fiscal 2000 base 

used to derive the budget, the total present law 

adjustments, new proposals, and the total Executive 

Budget, by fiscal year. 

Program Description is a short description of the 

program and its functions. 

Reorganization details any program reorganizations 

that took place in the 2001 biennium or that are 

proposed by the executive for the 2003 biennium. 

Program Discussion details any points of overall 

program discussion by the LFD analyst. 

Funding details program funding as proposed by the 

executive, and any issues raised by the LFD analyst. 

The Executive Present Law Table delineates the 

major present law adjustments included by the 

executive, by fiscal year and funding source. The 
table is divided into two sections: 

e statewide present law adjustments, which include 
most personal services adjustments, the 
executive’s vacancy savings recommendation, 
and adjustments due to fixed costs and inflation; 
and 

e other present law adjustments made by the 
executive. 

Executive Present Law Adjustments discusses 
each adjustment proposed by the executive in more 
detail. The adjustment descriptions are written by the 
LFD analyst based upon justifications submitted by 
the executive. It should be noted that it is the 
responsibility of the LFD analyst to explain a 
requested change, but not to advocate for or attempt 
to justify that request. If the LFD analyst has raised 
an issue with the adjustment, it is presented when the 
adjustment is discussed. 
The New Proposals Table shows each new proposal 
requested by the executive, by fiscal year and funding 
source. 
New Proposals discusses each new proposal in 
more detail. If the LFD analyst has raised an issue 
with the proposal it is presented with that new 
proposal. As with present law adjustments, the LFD 
has written these explanations based upon 
submissions by the executive. 

Language Recommendations recreates any 

program specific language proposed by the 

executive, with LFD comments as appropriate. 
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11. Other Issues contains any issues identified by the 
LFD analyst unrelated to a specific present law 
adjustment or new proposal. 


The legislature does not appropriate enterprise funds 
(which fund operations that provide goods or services to 
the public on a user charge basis) or internal services 
funds (which fund operations that provide goods and 
services to other entities of state government on a cost- 
reimbursement basis). However, the executive must 
review enterprise funds and the legislature approves all 
internal service rates. If the program includes a function 
supported by either an enterprise fund or an internal 
service fund, a separate section within the relevant 
program provides the following. 


1. A Fund Balance Table showing actual and projected 
rates, revenues, expenditures, and fund balance 
through fiscal 2003. 

2. Narrative containing a discussion of the function, a 
description and explanation of the rate requested, and 
a discussion of any significant present law 
adjustments or new proposals impacting the 
requested rate. The LFD analyst addresses any 
issues and comments as appropriate. 


STATEWIDE PRESENT LAW ADJUSTMENTS 


“Statewide Present Law Adjustments” are those 
adjustments applied to each agency based upon either: 
1) factors beyond the individual agency’s control; or 2) 
other underlying factors. Because of the global 
application of these factors and the need for consistency 
among agencies, these adjustments are included in the 
“statewide” section of the present law table to alert 
subcommittees and other decision makers that, if 
adjustments are made to these costs, adjustments should 
be made to the underlying factors upon which the 
adjustments are based. The Legislative Finance 
Committee (LFC) will make a recommendation on these 
and other adjustments to appropriations leadership. 


Personal Services 


Personal services costs are derived by taking a “snapshot” 
of state employee positions and the factors determining 


compensation rates at a particular point in time. A number 


of underlying factors will make the 2003 biennium 
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personal services costs different from actual fiscal 2000 
costs. The most important are: 


2001 Biennium Pay Plan and Other Benefits 


The 1999 legislature adopted a pay plan that, among 
other features, provided two increases. 


1. An overall increase in pay averaging about 3 percent 
each year. | 

2. An increase in insurance rates in each year of the 
biennium. 


Since the pay plan was increased in fiscal 2001 and not 
fully implemented in the base year, adjustments were 
made to each employee’s compensation to reflect actual 
agency costs in the 2003 biennium. In addition, any 
changes made to benefits that an agency must pay 
directly to or in support of an employee, such as pension, 
or unemployment and workers’ compensation insurance, 
are automatically reflected in the present law personal 
services. 


Vacancy Savings 


Vacancy savings Is a reduction in personal services costs 
that results when positions are not filled for the entire year. 
Vacancy savings will fluctuate within agencies and 
programs from year to year. In order to provide the 
legislature with the opportunity to make all policy decisions 
regarding vacancy savings, each position is funded as if 
the position were filled for the entire year, regardless of 
any vacancy savings that may have occurred in fiscal 
2000. 


Termination Pay 


Costs incurred by agencies due to termination of 
employment, such as accrued sick or annual leave, are 
not included in present law. 


Classification Upgrades/Downgrades 


All upgrades and downgrades of individuals or classes of 
positions authorized by the Department of Administration 
during the biennium through the “snapshot” date (June 
1998) are included in present law. 


Any adjustments to personal services from sources within 
the control of the executive, such as overtime, new or 
deleted positions, or proposed transfers, should not be 
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included in the statewide adjustments. If the LFD analyst 
has identified any of the adjustments in the statewide 
adjustment line, they are discussed as an LFD issue. 


Vacancy Savings 


The executive has proposed a 3 percent vacancy savings 
rate on all salaries and benefits except insurance for most 
positions. Exempted positions include university system 
faculty and those in agencies with fewer than 20 full-time 
equivalent positions. 


Inflation/Deflation 


The Executive Budget has inflated or deflated certain 
operating expenses. Each agency budget is automatically 
adjusted to add inflation to or subtract deflation from the 
relevant expenditure items. Therefore, changes to 
inflation/deflation amounts in the agencies can only be 
made through an adjustment to the actual expenditure 
against which the inflation/deflation is applied, rather than 
to the inflation/deflation factor, itself. 


Note: A complete listing of expenditure categories inflated 
or deflated in the Executive Budget has been included in 
the “Reference” section. 


Fixed Costs 


Fixed costs are costs charged to agencies to fund the 
operations of certain centralized service functions of state 
government (such as data network fees, messenger 
services, and legislative audit. Costs charged to the 
individual agency budgets are based upon the cost in the 
service agency and the method used to allocate those 
costs. These fixed costs are automatically added to each 
agency’s budget, as appropriate. Any changes to these 
allocations must be made through a change to the service 
agency’s budget, or to the allocation method used by the 
service agency. The General Government and Natural 
Resources Subcommittees will review the fixed costs 
proposals. 


Note: A complete listing of all fixed costs is included in the 
“Reference” section of Volume 1. 
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AGENCY BUDGET HIGHLIGHTS 


INTRODUCTION AND SUMMARY 


This section provides an overview of some of the major 
proposals and trends in state government expenditures as 
proposed by Governor Racicot in HB 2, and as presented 
in the agency budgets in Volumes 3 and 4 of this report. It 
highlights seven primary policies and trends. 


1. General fund would increase $216.2 million, or 10 
percent, from the 2001 biennium 

2. The allocation of general fund among components of 
state government would resume a shift toward human 
services, and continue a shift towards corrections and 
away from (K-12) education as a percentage of the 
total general fund budget. (“All Other” is dominated 
by local government reimbursements in the 
Department of Revenue and the percent of general 
fund would be stable without that component.) 

3. Total funds would increase $819.4 million, or 16.3 
percent, from the 2001 biennium. 

4. Total funds increases are dominated by increases in 
federal funds. Federal funds total $576.1 million (27.6 
percent increase), or over 70 percent of the total 
funds increase. 

5. Increases in the Department of Public Health and 
Human Services dominate the change in federal 
funds (including required accounting changes). 

6. Governor Racicot would add 541.54 FTE, or an 
additional 5.2 percent over the fiscal 2001 statewide 
level anticipated by the 1999 legislature. 

7. The structure of how state government is funded 
would continue a shift toward federal funds as the 
largest and increasing share. 


Each of the above section trends are discussed more 
detail in the following narrative. 


PRIMARY POLICIES AND TRENDS 


Governor Racicot is proposing general fund of $2.379 
billion and total funds of $5.865 billion over the biennium. 


1. General fund would increase $216.2 million, or 10 
percent, from the 2001 biennium 
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Table 1 shows the allocation of general fund increases by 
program area. 
Table 1 
Total Funds Increases by Major Component 
2003 Biennium (in Millions) 


Executive Increase Percent Percent of 
Component Budget Over 2001 Increase _ Increase 


K-12 Education* $995.77 $18.72 1.9% 8.7% 
Higher Education 280.07 28.44 10.2% 13.2% 
Human Services 531.92 70.56 13.3% 32.6% 
Corrections Niele 31.58 15.0% 14.6% 
All Other 359.67 66.85 18.6% 30.9% 


Total $2,378.61 $216.15 9.1% 100.0% 


* Office of Public Instruction only 


2. The allocation of general fund among components of 
state government would resume a shift toward human 
services, and continue a shift towards corrections and 
away from (K-12) education as a percentage of the 
total general fund budget. (“All Other’ is dominated 
by local government reimbursements in the 
Department of Revenue and the percent of general 
fund would be stable without that component.) Chart 
1 on the next page shows the allocation by program 
area. 


Major new initiatives proposed by the Governor 

e Provider rate increases ranging from 1.5 percent 
to 35 percent in human services programs - 
$12.8 million 

e Child Protective Services enhancements and 
reductions in the Disability Services waiting list- 
$3.4 million and $2.5 million 

e K-12 BASE aid increases of 3 percent in fiscal 
2003 - $14.4 million 

e Continuance of the Improving Montana Schools 
project - $2.2 million 

e Provision of additional state support equal to 
$100 per student in fiscal 2002 and an additional 
$100 per student in the Montana University 
System — $7.5 million 

e Continuations of the Challenge and National 
Guard Scholarship Programs - $2.6 million 
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Chart 1 
Allocation of General Fund by Program Area 
Governor's Proposed Budget 
2001 to 2003 Biennium 


2001 Biennium 
@ 2003 Biennium 


K-12 Education Higher Education Human Services Corrections 





e Major present law adjustments’ 
= Medicaid increases, utilization, | and = Pay exceptions and additional FTE in the 


annualization of 2001 biennium provider rate 
increases — $24.0 million 

Annualization of mental health services, 
disability services, Children’s Health 
Insurance (CHIP) - $16.0 million 
Replacement of 9 mil levy revenue - $3.1 
million 

Corrections population increases and pay 
adjustments — $19.9 million 


Department of Corrections - $9.4 million 
= Department of Revenue local government 
assistance (SB 184) — $39.3 million 
= Higher Education enrollment increases and 
replacement of 6 mill levy - $8.4 million 
3. Total funds would increase $819.4 million, or 16.3 
percent, from the 2001 biennium 


Chart 2 shows the allocation of the total increase by fund 
type. 


Chart 2 
Percent of Total Increases by Fund Type 
Governor's Proposed Budget 


2003 Biennium 
Proprietary Funds 


0.6% General Fund 


Federal Funds 
70.3% 


' As categorized by the Governor. 
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26.4% 


State Special Revenue 
2.7% 
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4. Total funds increases are dominated by increases in 
federal funds. Federal funds total $576.1 million (27.6 
percent increase), or over 70 percent of the total 
funds increase. 


Chart 3 shows the allocation of the anticipated increase in 
federal funds by program area. 


All Other 
32.4% 


Corrections 
0.2% 


5. Increases in the Department of Public Health and 
Human Services dominate the change in federal 
funds (including required accounting changes). 

e Medicaid and other human services programs 
(non-accounting changes) — $192.8 million 

e Section 8 housing in the Department of 
Commerce - $73.1 million 

e Additional construction and maintenance 
assumption in the Department of Transportation - 
$66.9 million 

e Accounting changes required by the Legislative 
Audit Division - $161.4 million 


6. Governor Racicot would add 541.54 FTE, or an 
additional 5.2 percent over the fiscal 2001 level 
anticipated by the 1999 legislature. Major increases 
include: 

e 145.9 FTE in the Department of Public Health 
and Human Services 
e 96.85 FTE in the Department of Corrections 
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e 111.05 FTE in the Montana Department of 
Transportation 


7. The structure of how state government is funded 
would continue a shift toward federal funds as the 
largest and increasing share. 


Chart 3 
Percent of Federal Funds Increase by Program Area 
Governor's Proposed Budget 
2003 Biennium 


K-12 Education 


5.6% Higher Education 
2.9% 


Human Services 
59.0% 


e Federal funds increase to 45.4 percent of the 
budget compared to 41.4 percent in the 2001 
biennium. 

e General fund, though increasing by 10 percent, 
falls to 40.6 percent of the total budget compared 
to 42.9 percent in the 2001 biennium. 


Chart 4 on the following page shows the allocation change 
from the 2001 to the 2003 biennia. 


The individual agency narratives that follow in Volumes 3 
and 4 provide a detailed discussion of the Racicot 
administration’s proposals for each program and agency 
of state government funded in HB 2. 
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General Fund 
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Chart 4 
Allocation by Fund Type 
Governor's Proposed Budget 
2001 to 2003 Biennium 


State Special 


Proprietary 
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© 2001 Biennium 
@ 2003 Biennium 
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Table 2 
General Fund Comparison 
Base Budget Versus Executive Budget 03 Biennium 


Adjusted Statewide Other New Total Difference 
Agcy Base Times2  PLAdjustments — PL Adjustments Proposals Exec. Budget 03 Biennium 


Code _ Agency Name 01 Biennium 03 Biennium 03 Biennium 03 Biennium 03 Biennium - Base Times 2 


1104 
2110 
3101 
3202 
3401 
3501 
4107 
4110 
5101 
5102 
5113 
5114 
5115 
5117 
5201 
5301 
5401 
5603 
5706 
5801 
6101 
6102 
6201 
6401 
6501 
6602 
6701 
6901 


Legislative Branch 

Judiciary 

Governor's Office 
Commissioner of Political Prac 
State Auditor's Office 

Office of Public Instruction 
Crime Control Division 
Department of Justice 

Board of Public Education 
Commissioner of Higher Ed 
School for the Deaf & Blind 
Montana Arts Council 

Library Commission 

Historical Society 

Dept. of Fish,Wildlife & Parks 
Dept of Environmental Quality 
Department of Transportation 
Department of Livestock 

Dept Nat Resource/Conservation 
Department of Revenue 
Department of Administration 
Appellate Defender 

MT Dept of Agriculture 

Dept of Corrections 
Department of Commerce 
Labor & Industry 

Dept of Military Affairs 

Public Health & Human Services 


Total 


$13,459,476 
16,408,112 
6,049,104 
634,258 
2,013,190 
961,771,052 
5,022,220 
43,125,994 
275,006 
248,989,070 
6,388,852 
561,208 
3,195,666 
3,301,040 
838,932 
6,532,752 
500,000 
1,064,554 
33,058,588 
79,963,436 
7,911,996 

0 

1,217,428 
178,208,376 
4,190,462 
3,021,740 
5,586,212 


457,627,726 


$2,090,916,450 


$1,504,023 
1,528,204 
409,425 
67,445 
(1,327,621) 
303,879 
71,519 
2,550,318 
14,561 
5,535,303 
243,358 
51,726 
311,645 
336,835 
(822) 
417,558 
0 
129,905 
1,904,142 
2,146,619 
623,119 

0 

162,781 
1,714,671 
545,655 
303,051 
165,085 
517,747 


$20,230,131 


$743,444 
1,303,431 
14,916 

0 

27,034 
13,479,824 
118,736 
2,524,218 
8,000 
12,932,602 
28,768 
25,500 
101,333 
282,046 
29,000 
2,200,697 
0 
(1,072) 
560,404 
83,794,779 
(909,640) 

0 

103,240 
31,131,134 
524,588 
424,540 
568,783 
50,197,741 


$200,214,046 


$935,756 
488,000 
60,000 

0 

0 
20,218,441 
0 
475,000 
14,768 
12,615,960 
189,420 
74,000 
692,230 
856,232 
0 
365,052 
0 
124,760 
2,304,529 
485,264 
325,557 
0 

35,728 
120,704 
151,058 
551,290 
2,590,000 


23,580,701 


$67,254,450 


$16,642,699 
19,727,747 
6,533,445 
701,703 
712,603 
995,773,196 
5,212,475 
48,675,530 
312,335 
280,072,935 
6,850,398 
712,434 
4,300,874 
4,776,153 
867,110 
9,516,059 
500,000 


1,318,147. 


37,827,663 
166,390,098 
7,951,032 

0 

1,519,177 
211,174,885 
5,411,763 
4,300,621 
8,910,080 
531,923,915 


$2,378,615,077 


$3,183,223 
3,319,635 
484,341 
67,445 
(1,300,587) 
34,002,144 
190,255 
5,549,536 
37,329 
31,083,865 
461,546 
151,226 
1,105,208 
1,475,113 
28,178 
2,983,307 
0 

253,593 
4,769,075 
86,426,662 
39,036 

0 

301,749 
32,966,509 
1,221,301 
1,278,881 
3,323,868 
74,296,189 


$287 ,698,627 





HB 2 SUMMARY TABLES 


Tables 2 and 3 compare the adjusted fiscal 2000 base to 
the total proposed 2003 biennium Executive Budget, by 
general fund and total funds. The tables show proposed 
present law adjustment (broken out by “statewide” and 
“other’) and new proposals, by agency, and are designed 
to provide a global summary of allocations and increases. 


The tables provide a summary of adjustments as they will 
be considered by the appropriations subcommittees, but 
do not provide a good comparison of expenditures 
between bienniums, since they do not take into 
consideration the annualization of expenditures in fiscal 
2001. For a biennial comparison, see the “Biennial 
Budget Comparisons” in the Executive Budget Analysis 
section of Volume 1. 
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Table 3 
All Funds Comparison 
Base Budget Versus Executive Budget 03 Biennium 


Adjusted Statewide Other New Total Difference 
~ Agcy Base Times2  PLAdjustments PL Adjustments Proposals Exec. Budget 03 Biennium 


Code Agency Name 01 Biennium 03 Biennium 03 Biennium 03 Biennium 03 Biennium Base Times 2 


1104 
1112 
2110 
2115 
3101 
3202 
3401 
3501 
4107 
4110 
4201 
5101 
5102 
5113 
5114 
5115 
5117 
5201 
5301 
5401 
5603 
5706 
5801 
6101 
6102 
6201 
6401 
6501 
6602 
6701 
6901 


Legislative Branch 
Consumer Counsel 


Judiciary 


Mt.Chiropractic Legal Panel 


Governor's Office 


Commissioner of Political Prac 
State Auditor's Office 
Office of Public Instruction 
Crime Control Division 
Department of Justice 
Public Service Regulation 
Board of Public Education 
Commissioner of Higher Ed 
School for the Deaf & Blind 
Montana Arts Council 
Library Commission 


Historical Society 


Dept. of Fish, Wildlife & Parks 
Dept of Environmental Quality 
Department of Transportation 
Department of Livestock 

Dept Nat Resource/Conservation 
Department of Revenue 
Department of Administration 
Appellate Defender 

MT Dept of Agriculture 

Dept of Corrections 
Department of Commerce 


Labor & Industry 


Dept of Military Affairs 
Public Health & Human Services 


Total 


$17,691,430 
1,735,032 
19,534,540 
21,078 
6,597,908 
634,258 
6,425,942 
1,122,169,420 
21,511,152 
87,733,080 
4,632,384 
595,310 
344,546,268 
7,007,776 
1,626,512 
5,915,242 
6,071,288 
87,128,404 
75,584,240 
845,876,094 
14,441,786 
61,655,936 
88,126,234 
10,135,322 
341,782 
17,706,526 
183,000,194 
97,577,472 
92,329,588 
17,747,932 
1,533,689,418 


$4,779,789,548 


$1,492,112 
52,349 
1,475,547 
6 
461,255 
67,445 
296,527 
528,812 
92,367 
4,511,010 
218,296 
42,236 
206,966 
272,360 
85,770 
52,199 
553,200 
4,413,234 
3,872,698 
8,065,697 
458,272 
3,918,975 
3,205,142 
836,609 
9,353 
1,022,698 
2,231,861 
2,188,425 
4,161,024 
653,821 
3,353,558 


$48,799,824 


$767,695 
426,828 
1,888,310 
8,916 
2,264,916 
0 

512,178 
30,204,292 
2,885,002 
5,736,671 
830,604 
8,000 
10,361,251 
28,768 
159,397 
1,755,195 
1,041,156 
(119,202) 
28,549,502 
104,116,549 
1,820,926 
7,805,721 
83,978,477 
(29,214) 
12,500 
511,479 
32,399,800 
98,319,924 
5,396,213 
2,243,555 
247,559,324 


$67 1,444,733 


$935,756 
0 
1,005,450 
0 

60,000 

0 

0 
38,199,487 
1,420,000 
2,213,000 
0 

16,000 
43,682,544 
189,420 
74,000 
933,846 
996,232 
11,583,068 
7,451,150 
7,882,423 
493,197 
4,210,063 
485,264 
408,853 

0 

505,164 
120,704 
1,248,344 
711,290 
6,848,811 


233,034,329 


$364,708,395 


$20,886,993 
2,214,209 
23,903,847 
30,000 
9,384,079 
701,703 
7,234,647 
1,191,102,011 
25,908,521 
100,193,761 
5,681,284 
661,546 
398,797,029 
7,498,324 
1,945,679 
8,656,482 
8,661,876 
103,005,504 
115,457,590 
965,940,763 
17,214,181 
77,590,695 
175,795,117 
11,351,570 
363,635 
19,745,867 
217,752,559 
199,334,165 
102,598,115 
27,494,119 
2,017,636,629 


$5,864,742,500 


$3,195,563 
479,177 
4,369,307 
8,922 
2,786,171 
67,445 
808,705 
68,932,591 
4,397,369 
12,460,681 
1,048,900 
66,236 
54,250,761 
490,548 
319,167 
2,741,240 
2,590,588 
15,877,100 
39,873,350 
120,064,669 
2,772,395 
15,934,759 
87,668,883 
1,216,248 
21,853 
2,039,341 
34,752,365 
101,756,693 
10,268,527 
9,746,187 
483,947,211 


$1,084,952,952 
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GENERAL GOVERNMENT 
AND 
TRANSPORTATION 


Section A 





JOINT SUBCOMMITTEES OF HOUSE APPROPRIATIONS 
AND SENATE FINANCE COMMITTEES 


w---22-------- Agencies-------------- 
Legislative Branch Secretary of State 
Legislative Audit Division Commissioner of Political Practices 
Legislative Fiscal Division State Auditor 
Legislative Services Division Transportation 
Consumer Counsel Revenue 
Judiciary Administration 
Montana Chiropractic Legal Panel Appellate Defender Commission 


Governor's Office 


House Senate ) 

Representative Bob Davies (Chair) Senator Jack Wells (Vice-Chair) 
Representative John Brueggeman Senator Corey Stapleton 
Representative Monica Lindeen Senator Bea McCarthy 


a------------- Fiscal Division Staff-------------- 


Greg DeWitt 
Dave Brown 
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Agency Proposed Budget 


. Total 
Exec. Budget 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 02-03 


New 
Proposals 
Fiscal 2003 


PL Base 
Adjustment 
Fiscal 2002 


PL Base 
Adjustment 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2002 


New 
Proposals 
Fiscal 2002 


Base 
Budget 


et Item Fiscal 2000 


loco, 0.00 0.00 125.27) 0.00 0.00 130.44 


6,703,586 
352235430 
175,247 


6,081,445 
2,638,316 
125,954 


617,519 30,156 
987,133 329,861 
(25,954) 0 


6,729,120 
3,955,310 
100,000 


622,141 0 
84,922 500,492 
(25,954) 75,247 


Personal Services 
Operating Expenses 
Equipment 


Total Costs $8,845,715 $1,578,698 $360,017 $10,784,430 $681,109 $575,739 $10,102,563 


8,289,859 
1,812,704 


6,729,738 
2,115,977 


1,263,085 360,017 
315,613 0 


8,352,840 
2,431,590 


984,382 Soo 
(303,273) 0 


General Fund 
State/Other Special 





Total Funds $8,845,715 $1,578,698 $360,017 $10,784,430 $681,109 $575,739 $10,102,563 


Agency Description 

The Legislative Branch consists of the legislature and its staff divisions (except the Consumer Counsel) as provided in 5- 
2-503, MCA. The principal entities of the agency are the Senate and the House of Representatives, the Legislative 
Services Division, the Legislative Fiscal Division, and the Legislative Audit Division. 


Agency Discussion 

Over 70 percent of the biennial increases in the Legislative Branch budget are in present law adjustments and include: 1) 
personal services increases due to vacancy savings in the base year and annualization of the 2001 biennium pay plan; 2) 
cyclical costs of a legislative session year to support the legislature (these costs are similar to the current biennium 
funding level, but show an increase because they are not included in the non-session base year); 3) significant fixed costs 
assessment increases by service providing agencies for such fee based central services as payroll, computer services, and 
rent (rent for the branch is up significantly as a result of the Capitol restoration); and 4) costs of providing information 
technology services to the legislature and staff divisions (significant increases for needed maintenance/upgrades and 
development of analytical interfaces with new statewide legacy reporting systems). New proposals (30 percent of the 
biennial increase) requested by the Legislative Branch are shown in the table below, and include $500,000 for legislator 
computers and House and Senate chamber automation, as well as for establishing internet broadcasting of legislative 
session activities. The other significant new proposal requests $260,000 for increased participation in the National 
Conference of State Legislatures and the Council of State Governments, which provide various services to the legislature. 


Biennium Budget Comparison 


Present New Total Present New Total Total Total 


Budget Item 


FILE 


§Personal Services 


Operating Expenses 
Equipment 


Total Costs 


General Fund 


State/Other Special 


Total Funds 


Law 
Fiscal 2002 


125.27 
6,698,964 
3,625,449 
100,000 
$10,424,413 


7,992,823 
2,431,590 


$10,424,413 


LEGISLATIVE BRANCH 


Proposals 
Fiscal 2002 


0.00 


30,156 
329,861 


0 


$360,017 


360,017 


0 


$360,017 


Exec. Budget 
Fiscal 2002 


125.27 
6,729,120 
3,959,310 
100,000 
$10,784,430 


8,352,840 
2,431,590 


$10,784,430 


A-1l 


Law 
Fiscal 2003 


W2S-20 
6,703,586 
2,723,238 
100,000 
$9,526,824 


7,714,120 
1,812,704 


$9,526,824 


Proposals 
Fiscal 2003 


0.00 


0 


500,492 
75,247 


$575,739 


35,139 


0 


$575,739 


Exec. Budget 
Fiscal 2003 


130.44 
6,703,586 
3,223,730 
175,247 
$10,102,563 


8,289,859 
1,812,704 


$10,102,563 


Biennium 
Fiscal 00-01 


0.00 
12,496,046 
4,895,733 
175,954 
$17,567,733 


13,727,995 
3,839,738 





$17,567,733 


Exec. Budget 
Fiscal 02-03 





130.44 
13,432,706 
7,179,040 
275,247 
$20,886,993 


16,642,699 
4,244,294 


$20,886,993 


SUMMARY 





LEGISLATIVE BRANCH 


New Proposals 


SUMMARY 


The table below summarizes all new proposals requested by the executive. Descriptions and LFD discussion of each new 


proposal are included in the individual program narratives. 


New Proposals 


General State Federal 
Program Fund Special Special 


DP 2005 - Internet Broadcast of Session Activities 

20 0.00 0 0 
DP 2006 - Technology Contingency Fund 

20 0.00 50,000 0 50,000 
DP 2008 - Legislator Computers & Chamber Automation Pilot 

20 0.00 0 0 0 
DP 2104 - Participation, Council of State Governments 

21 0.00 167,198 0 167,198 
DP 2105 - Participation, National Conference of State Legislatures 

21 0.00 92,819 0 92,819 
DP 2703 - Capitol Restoration Furniture t 

27 0.00 25,000 0 25,000 , 
DP 2803 - Branch EDP Security Audit 

0.00 25,000 0 25,000 


0.00 $360,017 $0 $360,017 
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General 
Fund 


252,906 
50,000 
247,833 
0 

0 
25,000 
0 


$575,739 


State 
Special Special 


252,906 
50,000 


247,833 


$575,739 





SUMMARY 


ee 


LEGISLATIVE BRANCH 20-LEGISLATIVE SERVICES 


Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


49.50 0.00 : 49.50 0.00 0.00 54.67 54.67 
Personal Services 2,473,993 129,854 0 2,603,847 226,972 0 2,700,965 5,304,812 
Operating Expenses 2,048,542 546,104 50,000 2,644,646 281,912 475,492 2,805,946 5,450,592 
Equipment 125,954 (25,954) 0 100,000 (25,954) 75,247 175,247 275,247 
Total Costs $4,648,489 $650,004 $50,000 $5,348,493 $482,930 $550,739 $5,682,158 $11,030,651 


General Fund 3,650,692 729,948 50,000 4,430,640 1,040,989 550,739 5,242,420 9,673,060 
State/Other Special 997,797 (79,944) 0 917,853 (558,059) 0 439,738 Lai o0 





Total Funds $4,648,489 $650,004 $50,000 $5,348,493 $482,930 $550,739 $5,682,158 $11,030,651 


Program Description 

The Legislative Services Division provides research, reference, legal, technical, information technology, and 
administrative support services to the House, Senate, and other divisions of the Legislative Branch. Division services 
include: 1) bill and amendment drafting, preparation of bills for introduction, and engrossing and enrolling bills; 2) 
publication of legislative documents of record; 3) provision of legislative research and reference services; legal counseling 
on legislative matters and agency legal support; 4) agency management and business services; 5) planning, installation, 
and maintenance of the agency computer network and applications; 6) legislative committee staffing and support; 7) 
preparation, publication, and distribution of the Montana Code Annotated text and annotations; 8) review of the text of 
proposed ballot measures; and 9) provision of legislative information to the public. The Legislative Council provides 
policy guidance to the Legislative Services Division. 


Funding 

The program is funded by a combination of general fund and state special revenue appropriations. State special revenue, 
which is derived from sales of publications, supports costs associated with the preparation, publication, and distribution of 
Montana Code Annotated text and annotations. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 129,854 

Vacancy Savings 0 

Inflation/Deflation (22,210) (21,011) 
Fixed Costs 138,465 218,294 


Total Statewide Present Law Adjustments $246,109 $406,255 


DP 2001 - Cyclical Legislative Session Costs 

0.00 0 0 0 i 55,800 0 55,800 
DP 2002 - Cyclical Montana Codes Production 

0.00 0 49,538 49,538 , 0 (338,474) (338,474) 
DP 2003 - Legislative Branch Computer Systems Plan 

0.00 253,023 0 253,023 i 261,215 10 261,215 
DP 2004 - Info Systems Support of Montana Codes Production 

0.00 0 101,334 101,334 \ 0 98,134 98,134 


Total Other Present Law Adjustments 
0.00 $253,023 $150,872 $403,895 : $317,015 ($240,340) $76,675 


Grand Total All Present Law Adjustments $650,004 $482,930 
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Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 











LFD This program, in addition to increases in personal services for vacancy savings and pay plan increases, 
COMMEN has increases for the cyclical session employee costs in fiscal 2003. These costs do not occur in the non- 


session base year. 






This program pays all fixed costs for the Legislative Branch programs. A significant portion of the increase in operating 
costs is attributable to increases of over $135,000 in fiscal 2002 and over $215,000 in fiscal 2003 for fixed costs assessed 
by other agencies for services such as rent and operation of the state’s central computer system. 





DP 2001 - Cyclical Legislative Session Costs - This adjustment is for cyclical costs associated with support of the 2003 
legislative session. These costs occurred in the current biennium in the session year, but are not included in the even- 
numbered base year. Adjustments due to cyclical work include payment of staff overtime, temporary service staffing of 
the bill status system, photocopy pool costs, and increased office supply costs. 


DP 2002 - Cyclical Montana Codes Production - Production and publication of the Montana Codes Annotated and the 
Annotations to the Montana Codes create cyclical expenditure patterns. Adjustments to accommodate the legislative 
cycle include a fiscal 2002 increase of $46,652 in printing and shipping costs, and $2,886 in other operational categories, 
including photocopy pool costs, royalty payments, credit card fees, and bad debt collection fees. Cyclical decreases in 
fiscal 2003 total $338,474 in most operating areas including printing, shipping, postage, supplies, and royalty payments. 


DP_ 2003 - Legislative Branch Computer Systems Plan - The Legislative Branch Computer System Planning Council, 
established in 5-11-402, MCA, is responsible for developing and maintaining the legislative branch computer system plan. 
Costs associated with the plan reflect decreases in minor equipment and computer replacement, and increases in 
technology consultants, work-study contracts, system development, and minor software. Significant increases are 
associated with the ongoing development of replacement tools to analyze and audit the state's enterprise systems, 
SABHRS and BANNERS. Fixed cost increases total $38,728 in fiscal 2002 and $114,580 in fiscal 2003. The fluctuation 
between budget years is due to cyclical legislative sessions when the branch network supports House and Senate 
activities. For further information, the reader is referred to the prioritized list of funded projects in the current Legislative 
Branch Computer System Plan. 


The Legislative Branch computing environment supports the House of Representatives, the Senate, the Legislative Audit 
Division, the Legislative Fiscal Division, and the Legislative Services Division in all areas of Branch business processes. 
As an example, the lawmaking process depends entirely on the Legislative Automated Workflow System (LAWS) to 
process Bills from drafting through introduction and forward to eventual publication in the Montana Code Annotated. 
Decision packages 2003 and 2004 (present law), and new proposal decision packages 2005, 2006, and 2008 comprise the 
balance of the Legislative Branch Computer System Plan as adopted by the Legislative Computer System Planning 
Council. 


With these funds, the Branch will use existing software and hardware tools to maintain the operational status of the 
current computer environment, will use an MS IIS server to streamline the Web publication process, will implement 
ArcView software for the GIS component, and will use PeopleSoft and BANNERS tools for the interfaces to enterprise 
systems. 


DP 2004 - Info Systems Support of Montana Codes Production - Legislative Branch information systems support the 
production of the Montana Codes Annotated (MCA) text and annotations. Adjustments from base include the cost of 
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upgrading MCA production equipment, camera-ready printers, and related software. An $18,000 per year increase relates 
to securing a new host for the MCA database when the current host, the State Library web server, is no longer available in 
fiscal 2002. Other adjustments include $41,634 each year associated with maintenance of Text DBMS, an existing cost 
through a contract entered into during fiscal year 2001, that is not included in the base year. Current level adjustments 
total $101,334 in fiscal 2002 and $98,134 in fiscal 2003, entirely funded from state special revenue funds derived from 
sale of the Montana Codes and annotations. 


New Proposals 


State Federal State Federal 
Program General Special Special General Special Special 


DP 2005 - Internet Broadcast of Session Activities 
20 0.00 0 0 : 252,906 252,906 
DP 2006 - Technology Contingency Fund 
20 0.00 50,000 0 : 50,000 50,000 
DP 2008 - Legislator Computers & Chamber Automation Pilot 
0.00 0 0 0.00 247,833 247,833 





0.00 $50,000 $0 $50,000 0.00 $550,739 $550,739 


New Proposals 


DP 2005 - Internet Broadcast of Session Activities - As authorized by the Legislative Council's Public Information 
Subcommittee, a test phase of gavel-to-gavel coverage of House and Senate floor sessions will take place during the 2001 
legislative session. The test will broadcast a limited number of floor sessions via an internal intranet and an external 
internet. This proposal would provide funding for hardware, software, operational costs, and contracted services support 
to extend the video production to broadcast all 2003 House and Senate floor sessions and selected committee hearings via 
‘the Internet. The proposal would provide to state agency personnel and the public, via the Internet, the ability to monitor 
and follow the proceedings of the Legislature without traveling to the Capitol building. 


DP 2006 - Technology Contingency Fund - The branch requests a line-itemed contingency fund in its information 
technology budget to allow it to keep pace with technology changes and react to changes in statewide computer system. 
The fund would be used if: 1) an unanticipated requirement is identified with a planned project where it would be cost 
beneficial or otherwise advantageous to the state to implement the new requirement at that point, or 2) an unanticipated 
need for new technology arises. If neither of these conditions is met, the appropriation would revert. 


DP 2008 - Legislator Computers & Chamber Automation Pilot - The Legislative Branch Computer System Planning 
Council is proposing a pilot project to determine if computer access and chamber automation will help the individual 


legislator perform his/her job. The project would provide 18 laptop computers for legislators to use during the 2003 
legislative session and provide chamber automation capability for those computers. The chamber automation feature 
would allow the legislator to have on-screen a copy of the bill or amendment currently under consideration. The project 
would also be used to determine the cost and effort necessary for full implementation for all 150 legislators. 
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Program Proposed Budget 


Budget Item 


BEE 


Personal Services 
Operating Expenses 


Total Costs 


Base 
Budget 
Fiscal 2000 


0.97 


33,012 
263,447 


$316,959 


lal 


Adjustment 
Fiscal 2002 


0.00 


62,982 
370,828 


$433,81 


356,525 


Base New 
Proposals 
Fiscal 2002 


0.00 


30,156 
229,861 


0 $260,017 


260,017 


Total 
Exec. Budget 
Fiscal 2002 


0.97 


146,650 
864,136 


$1,010,786 


933,501 


21-LEGIS. COMMITTEES & ACTIVITIES 


PL Base New 
Adjustment Proposals 
Fiscal 2003 Fiscal 2003 


0.00 


(633312) 
(263,447) 


($316,959) 


(316,959) 


Total 
Exec. Budget 
Fiscal 02-03 


Total 
Exec. Budget 
Fiscal 2003 


0.97 


146,650 
864,136 


$1,010,786 


933,501 


General Fund 316,959 


State/Other Special 0 77,285 0 77,285 0 77,285 


Total Funds $316,959 $433,810 $260,017 $1,010,786 ($316,959) $1,010,786 





Program Description 

The Legislative Committees and Activities Program processes and monitors the expenditures of various legislative 
committees and activities, particularly those conducted during the interim between legislative sessions. Services include: 
1) limited support of interim studies activities established under 5-5-202 through 5-5-217, MCA; 2) support of interstate 
cooperation activities of the legislature; and 3) support of other legislative activities for which appropriations are made. 


Funding 
With the exception of the Utility Transition Advisory Committee, which is funded by state special revenue, the program is 
funded by general fund. 


Present Law Adjustments 


Federal 
Special 


State 
Special 


Federal 
Special 


State 


General Special General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 


Total Statewide Present Law Adjustments 


(4,566) 
0 
827 


($3,739) 


(4,375) 
0 
1,379 


($2,996) 


DP 2101 - Program Operations 
0.00 328,284 0 
DP 2102 - Districting & Apportionment Commission 
0.00 31,980 0 
DP 2103 - Utility Transition Advisory Committee 
0.00 0 


328,284 (313,963) (313,963) 


31,980 5 0 0 


77,285 77,285 : 0 0 


Total Other Present Law Adjustments 


0.00 $360,264 $77,285 $437,549 ($313,963) ($313,963) 


Grand Total All Present Law Adjustments $433,810 ($316,959) 





Executive Present Law Adjustments 
The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


Personal services in this program are for the pay of legislators participating in interim committees and 


yoptet activities. No FTE are assigned to this program. 


COMMENT 
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DP 2101 - Program Operations - The Legislative Committees & Activities Program supports the activities of temporary 
and permanent statutory committees, interim joint subcommittees, and interstate organizational participation. The budget 
is presented as a biennial appropriation in the first year to reflect the biennial nature of the legislative cycle. Adjustments 
from base include increases in printing, contracted services, dues, and registration fees, and decreases in office supplies, 
postage, and travel. The net biennial increase in current level operations is $14,321. The base budget reflects only fiscal 
2000 expenditures, while funding continues through fiscal 2001 without additional appropriation. 


DP 2102 - Districting & Apportionment Commission - A 15=member Districting and Apportionment Commission is ~ 
required by the Montana Constitution to redistrict and apportion congressional representative and state legislative districts 
once each decade. Funding to provide for appointment and organization of the commission during the 2001 biennium was 
provided in HB 2 during the 1999 legislative session. Funding to allow the commission to finish its work during the 2003 
biennium isa $31,980 biennial appropriation in fiscal 2002. This is a one-time expense in view of its cyclical nature. 


DP 2103 - Utility Transition Advisory Committee - The Utility Transition Advisory Committee on electric utility industry 
restructuring, established in Section 69-8-501, MCA, was funded during the 1999 and 2001 bienniums with 
appropriations to expend gifts, grants and donations (state special revenue) received for the purpose of conducting the 
activities of the committee. This proposal requests funding in HB 2 since the 1999 and 2001 biennium funding was by 
separate legislation and is not included in the base. Funding would continue in the state special revenue fund with a 
biennial appropriation in fiscal 2002. The committee must be dissolved on the earlier of either the date that full transition 
to retail competition is completed or December 31, 2004. 


New Proposals 


State Federal State Federal 
Program General Special Special General Special Special 


DP 2104 - Participation, Council of State Governments 

21 0. 167,198 0 167,198 0.00 
DP 2105 - Participation, National Conf of State Legislatures 

21 0.0 92,819 0 92,819 0.00 


Total 0.00 $260,017 $0 $260,017 0.00 





New Proposals 


DP 2104 - Participation, Council of State Governments - The program's current level base budget includes partial funding 
of Montana's biennial dues in the Council of State Governments (CSG) as approved by the last legislature. No funding 
was provided for delegate participation costs. This new proposal, for a biennial appropriation placed in fiscal year 2002, 
is presented at the request of the Legislative Council and includes the balance of full biennial dues in the CSG ($67,980) 
and funding for delegate participation during the 2003 biennium. 


DP 2105 - Participation, National Conference of State Legislatures - The program's current level base budget includes full 
funding of Montana's biennial membership dues in the National Conference of State Legislatures (NCSL), but does not 


include funds for delegate participation in NCSL activities. This new proposal, for a biennial appropriation placed in 
fiscal year 2002, is presented at the request of the Legislative Council, and includes funding for delegate participation in 
NCSL activities during the 2003 biennium. 
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LEGISLATIVE BRANCH 27-FISCAL ANALYSIS & REVIEW 


Program Proposed Budget 
Base PL Base New Total Ply Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE 18.80 0.00 : 18.80 0.00 0.00 18.80 18.80 


Personal Services 978,955 48,862 1,027,817 55,986 0 1,034,941 2,062,758 
Operating Expenses 53,063 1,576 793639 39,482 25,000 117,545 197,184 


Total Costs $1,032,018 $50,438 $25,000 $1,107,456 $95,468 $25,000 $1,152,486 $2,259,942 


General Fund 1,032,018 50,438 25,000 1,107,456 95,468 25,000 1,152,486 2,259,942 





Total Funds $1,032,018 $50,438 $25,000 $1,107,456 $95,468 $25,000 $1,152,486 $2,259,942 


Program Description 

The Legislative Fiscal Division provides the legislature with objective fiscal information and analysis relevant to Montana 
public policy and budget determination. Division services include: 1) fiscal analysis of state government and the 
furnishing of information bearing upon the financial matters of the state; 2) identification of ways to effect economy and 
efficiency in state government; 3) estimation of revenue and analysis of tax policy; 4) analysis of the executive budget; 5) 
compiling and analyzing fiscal information for legislators and legislative committees; and 6) staffing and support for 
legislative committees, including the preparation and processing of the General Appropriations Act. The Legislative 
Finance Committee provides policy guidance to the Legislative Fiscal Analyst. 


Funding 
The program is funded entirely by general fund. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments $45,438 : $50,313 


DP 2701 - Cyclical Legislative Session Costs 

0.00 0 0 40,155 40,155 
DP 2702 - Operating Costs 

0.00 5,000 5,000 i 5,000 5,000 


Total Other Present Law Adjustments 
0.00 $5,000 $5,000 : $45,155 $45,155 





Grand Total All Present Law Adjustments $50,438 $95,468 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 2701 - Cyclical Legislative Session Costs - This adjustment is for increased printing costs, support staff overtime, 
temporary secretarial or document production services, and supplies associated with the 2003 legislative session. 
Substantial printing costs are related to the Budget Analysis, session publications, budget summary pamphlets, and post- 
session reports. Division expenditures are cyclical and the costs are not reflected in the base year. The level of funding 
requested for these cyclical session costs is the same as authorized for the 2001 biennium. 
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LEGISLATIVE BRANCH 27-FISCAL ANALYSIS & REVIEW 


DP 2702 - Operating Costs - Expenditures for office supplies were lower than normal in the fiscal year 2000 base year for 
two reasons. First, the division purchased less in fiscal year 2000 because of inventory that carried over from the previous 
year. Second, the operating expense base has been somewhat eroded by the need to use funds intended for operating 
expenses for personal services costs. An increase of $2,500 is requested for each year to restore the base to the required 
level. In addition, $2,500 is requested for each year of the biennium to upgrade telephone equipment and services. 


New Proposals 


State Federal State Federal 
Program General Special Special Funds General Special Special 


DP 2703 - Capitol Restoration Furniture 
27 0.00 25,000 25,000 0.00 25,000 


Total 0.00 $25,000 $25,000 0.00 $25,000 $25,000 





New Proposals 


DP 2703 - Capitol Restoration Furniture - The office furniture in the perimeter offices in the Legislative Fiscal Division's 
work area in the Capitol is dated, inefficient, and does not match the restored decor of the offices. Although new 
furnishings were funded by the restoration project for the bay area of the office, there were no funds available to furnish 
the enclosed offices. A short-term replacement plan is requested to bring the furnishings in the offices up to a standard 
consistent with decor, efficiency, and ergonomic needs. $25,000 is requested for each year of the biennium and is 
expected to allow for replacement of furniture for 11 offices. Delay of purchase of office furniture will result in a loss of 
a substantial discount available for a limited time under the restoration contract. 
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LEGISLATIVE BRANCH 


Program Proposed Budget 


Personal Services 
Operating Expenses. 


Total Costs 


General Fund 
State/Other Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


56.00 


2,574,985 
273,264 


$2,848,249 


1,730,069 
1,118,180 


$2,848,249 


Rie Base New 
Proposals 
Fiscal 2002 


Adjustment 
Fiscal 2002 


0.00 


375,821 
68,625 


$444,446 


126,174 
318,272 


$444,446 


Total 
Exec. Budget 
Fiscal 2002 


0.00 56.00 


0} 2,950,806 
25,000 366,889 
$25,000 $3,317,695 


25,000 1,881,243 
0 1,436,452 


$25,000 $3,317,695 


PL 


Base 


Adjustment 
Fiscal 2003 


0.00 


392,695 
26,975 


$419,670 


164,884 
254,786 


$419,670 


28-AUDIT & EXAMINATION 


Total 
Exec. Budget 
Fiscal 2003 


New 
Proposals 
Fiscal 2003 


56.00 


2,967,680 
300,239 


$3,267,919 


1,894,953 
1,372,966 





$3,267,919 


Total 
Exec. Budget 
Fiscal 02-03 


56.00 


5,918,486 
667,128 


$6,585,614 


3,776,196 
2,809,418 


$6,585,614 


Program Description 

The Legislative Audit Division conducts independent audits and provides factual and objective information to the 
legislative and executive managers of the public trust. Division services include: 1) conducting and reporting of biennial 
financial-compliance audits, performance audits, information systems audits, and special audits of state agency 
operations; 2) reporting of violation of penal statutes, instances of misfeasance, malfeasance, or nonfeasance, and 
shortages discovered in an audit that are covered by surety; 3) auditing records of entities under contract with the state; 
and 4) assisting the legislature, its committees, and its members by providing information related to the fiscal affairs of 
state government. The Legislative Audit Committee provides policy guidance to the Legislative Audit Division. 


Funding 
The program is funded by a combination of general fund and state special revenue appropriations. Special revenue is 
derived through the assessment to agencies of federally approved hourly rate charges for audit services. 


Present Law Adjustments 

Fiscal 2002-------------------------------------------- 
State Federal Total 
Special Special Funds Funds 


Personal Services 375,821 392,695 
Vacancy Savings 0 0 
Inflation/Deflation S532 5,395 
Fixed Costs (13,159) (133152) 


Federal 
Special 


State 


General General Special 


Total Statewide Present Law Adjustments $365,794 $384,938 


DP 2801 - Cyclical Independent Audit & Acquired Audit Svcs 


0.00 
DP 2802 - Audit Division Operations 
0.00 


54,740 20,225 74,965 0.00 17,641 12,774 30,415 


2,065 3,687 0.00 2,504 1,813 4,317 


Total Other Present Law Adjustments 


0.00 $56,805 $21,847 $78,652 0.00 $20,145 $14,587 $34,732 


Grand Total All Present Law Adjustments $419,670 





$444,446 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


LEGISLATIVE BRANCH AUDIT & EXAMINATION 








LEGISLATIVE BRANCH } 28-AUDIT & EXAMINATION 


DP 2801 - Cyclical Independent Audit & Acquired Audit Services - State statute requires a biennial audit of state 
agencies. The request includes cyclical audit costs associated with a biennial independent audit of the legislative branch 


and audit division, costs associated with the biennial Peer Review required by Government Auditing Standards, costs 
associated with hiring expertise of an actuary, and restoration of reverted funds associated with the on-going quasi- 
external contract between the Legislative Audit Division and the Department of Justice. 


DP_ 2802 - Audit Division Operations - The general operations budget reflects minor increases in subscriptions and 
education costs. The Legislative Audit Division subscribes to various periodicals and professional guides. The budget 
reflects increased costs to maintain existing subscriptions. No new subscriptions are anticipated. The division also adopts 
a training plan for each employee to ensure compliance with Government Auditing Standards. The budget reflects 
associated costs incurred to ensure compliance. 


New Proposals 


State Federal State Federal 
Program General Special Special 5 General Special Special 


DP 2803 - Branch EDP Security Audit 
28 0.00 25,000 


Total 0.00 $25,000 $25,000 0.00 





New Proposals 


DP 2803 - Branch EDP Security Audit - This request is for costs associated with a one-time-only independent electronic 
data processing (EDP) security audit of the Legislative Branch environment. The security audit was a budget reduction 
last biennium due to the disruption in the branch environment from the capitol renovation project. 
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CONSUMER COUNSEL 


Program Proposed Budget 


Base le Base New 
Budget Adjustment 
Budget Item Fiscal 2000 Fiscal 2002 


BIE 5.04 0.00 


343,423 
524,093 


22,939 
215,621 


Personal Services 
Operating Expenses 
Total Costs 


$867,516 $238,560 


Proposals 
Fiscal 2002 


Total 
Exec. Budget 
Fiscal 2002 


5.04 


366,362 
739,714 


$1,106,076 


01-ADMINISTRATION PROGRAM 


Total 
Exec. Budget 
Fiscal 02-03 


Total 
Exec. Budget 
Fiscal 2003 


PL Base New 
Adjustment Proposals 
Fiscal 2003 Fiscal 2003 


0.00 i 5.04 5.04 


734,984 
1,479,225 


25,199 
215,418 


368,622 
739 SM 
$1,108,133 


$240,617 $2,214,209 





State/Other Special 867,516 238,560 1,106,076 240,617 1,108,133 2,214,209 


Total Funds $867,516 $238,560 $1,106,076 $240,617 $1,108,133 $2,214,209 





Agency Description 

The Consumer Counsel was created by Article XIII, Section 2 of the 1972 Montana Constitution, and is governed by Title 
5, Chapter 15, and Title 69, Chapter 1 and 2, MCA. The office represents consumer interests in hearings before the Public 
Service Commission and like agencies. The counsel may initiate, intervene, or participate in appropriate proceedings in 
the court systems or through administrative agencies on behalf of the public of Montana. 


Biennium Budget Comparison 

Total 

Exec. Budget 
Fiscal 02-03 


Total 
Biennium 
Fiscal 00-01 


Total 
Exec. Budget 
Fiscal 2003 


New 
Proposals 
Fiscal 2003 


Total Present 
Exec. Budget Law 
Fiscal 2002 Fiscal 2003 


Present New 
Law Proposals 


Budget Item Fiscal 2002 Fiscal 2002 


Pa 5.04 i 5.04 5.04 ‘ 5.04 0.00 5.04 


702,517 
1,263,792 


734,984 
1,479,225 


366,362 
739,714 


368,622 
Hees 


Personal Services 
Operating Expenses 


366,362 
739,714 


368,622 
739,511 


Total Costs $1,106,076 $1,106,076 $1,108,133 $1,108,133 $1,966,309 $2,214,209 


State/Other Special 1,106,076 1,106,076 1,108,133 1,108,133 1,966,309 2,214,209 


Total Funds $1,106,076 $1,106,076 $1,108,133 $1,108,133 $1,966,309 $2,214,209 





Funding 

The Consumer Counsel is funded by a constitutionally-earmarked tax levied on all regulated entities under the jurisdiction 
of the Public Service Commission. The tax rate can be revised to adjust for previous fiscal year carryover to avoid 
accumulation of a significant cash balance. 


Present Law Adjustments 


Federal 
Special 


State 
Special 


General 
Fund 


Federal 
Special 


State 
Special 


General 


Fund Funds 


Personal Services 22,939 
Vacancy Savings : 0} 


Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


DP | - Present Law Base Adjustments 


0.00 0 213,690 


Total Other Present Law Adjustments 


0.00 $0 $213,690 


Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 


273 
1,658 


$24,870 


213,690 0.00 


$213,690 0.00 


$238,560 


213,138 


$213,138 


$27,479 


213,138 


$213,138 


$240,617 





The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
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CONSUMER COUNSEL 01-ADMINISTRATION PROGRAM 


_ Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
_ "Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1 - Present Law Base Adjustments - The Consumer Counsel historically receives an annual $100,000 contingency 
appropriation for predictable caseload increases with unpredictable costs. The contingency is not always spent in the base 
year. This present law adjustment restores the contingency fund and includes other present law adjustments. 


Counsel budget requests include $100,000 in contingency funds for each year of the 2003 biennium, as is consistent with 
appropriations in prior biennium. Remaining adjustments affect contracts and anticipated workload. The entire request 
includes $213,690 in state special revenues for fiscal 2002 and $213,138 state special revenues for fiscal 2003. 


aay The Consumer Counsel spent less during their base year, as compared to other budget years. This was 
the result of a significant caseload decrease that the agency attributes to rate moratoriums in affect at that 

COMMENT “Dt, 
time. Reduced caseload has a significant effect, leaded to reduced costs for contracted services, 
communications, travel and other routine expenditures. The Consumer Counsel has added $95,787 to their base. The year 


used as a base should be considered an atypical expenditure year, and the requests will provide balance. Base adjustments 
include $27,913 in travel, $2,442 in temporary services, $954 in printing, $1,218 in reference materials, and multiple 
smaller expenditures. A $100,000 contingency fund has also been added to the present law base adjustment. The 
legislature established this contingency account using special state revenues during the 2001 biennium. 
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JUDICIARY 


Agency Proposed Budget 


Budget [tem 


FTE 
Personal Services 
Operating Expenses 
Debt Service 

Total Costs 
General Fund 
State/Other Special 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


102.75 


7,467,094 
1,556,329 
280,966 
434,371 
28,510 


$9,767,270 
8,204,056 
1,488,214 
75,000 


$9,767,270 


|2Ab, Base 
Adjustment 
Fiscal 2002 


11.00 


1,136,871 
324,251 
28,061 
201,822 
0 


$1,691,005 


1,429,528 
181,477 
80,000 


$1,691,005 





New 
Proposals 
Fiscal 2002 


1.00 


38,256 
366,219 
0 
100,000 
0 


$504,475 
245,750 
0 
258,725 


$504,475 


Total 
Exec. Budget 
Fiscal 2002 


114.75 


8,642,221 
2,246,799 
309,027 
736,193 
28,510 


$11,962,750 
9,879,334 
1,669,691 
413,725 


$11,962,750 


ele Base New 


Adjustment 
Fiscal 2003 


11.00 


~ 1,186,339 


255,676 
30,868 
199,969 
0 


$1,672,852 
1,402,107 
190,745 
80,000 


$1,672,852 


Proposals 
Fiscal 2003 


1.00 


38,256 
362,719 
0 
100,000 
0 


$500,975 
242,250 
0 
258,725 


$500,975 


Total 
Exec. Budget 
Fiscal 2003 


114.75 


8,69:1 ,689 
2,174,724 
311,834 
734,340 
28,510 


$11,941,097 
9,848,413 
1,678,959 
413,725 


$11,941,097 


SUMMARY 


Total 
Exec. Budget 
Fiscal 02-03 


114.75 


Li dde,9 tO 
4,421,523 
620,861 
1,470,533 
57,020 


$23,903,847 
19,727,747 
3,348,650 
827,450 


$23,903,847 





Agency Description 

The Judicial Branch is authorized in Article HI, Section I, and Article VII of the Constitution. The Supreme Court, 
consisting of a chief justice and six justices, has appellate jurisdiction for the state. The court also has original jurisdiction 
to issue, hear, and determine writs as provided by law, and has general supervisory control over all courts in the state. 
The Supreme Court establishes rules governing appellate procedure, other court practices and procedures, admission to 
the bar, and conduct of its members. The court also supervises reimbursement to district courts for certain criminal case 
costs, and administers the local Citizens Review Board Program for foster care placement. 


Agency Discussion 


Budget Overview 
The request for the Judiciary is a 15 percent increase from the 2001 biennium. Major components of the request include: 
e Seven new law clerks for the Supreme Court Justices at a cost of $714,062 
e Continuation of the Federal Court Assessment Program at a cost of $289,950 
e Expansion of the Citizen Review Board Program at a cost of $250,000 
e Continuation of the Court Appointed Special Advocate and Guardian programs at a cost of $300,000 


Each of these programs is discussed further in the individual program decision packages. 


Elected Official New Proposals 

The Clerk of the Court made requests for funding consideration by the legislature that were not fully funded by the Office 
of Budget and Program Planning (OBPP). These requests included support for additional Supreme Court records 
conversion, equipment, and four FTE's above the number recommended by the OBPP. These major differences result in 
an additional request for $478,301 that is not reflected in the Executive Budget. The specific requests follow. 


DP 6001 - Supreme Court Records Electronic Storage - The Clerk is responsible for the historical retention of Supreme 
Court records. Cases after 1937 have yet to be duplicated. The Clerk of Court requested a restricted appropriation to 
continue a practice that included a combination of microfilming, microfiching, and digital conversion. The Clerk's request 
is for $155,356. The OBPP recommendation is for $70,000. The difference lies in the amount of time considered 
necessary to complete the project. Under the clerk's proposal, the project will be completed in the 2003 biennium. Under 
the OBPP proposal the project would reach a stage of half completion in the 2003 biennium. 


DP 6004 - Additional Staff - Courts filings have increased 29 percent during the last six years. The Clerk requested 5.0 
FTE at a cost of $472,100 to assist in managing this caseload. The Executive Budget recommended 1.0 FTE at a cost of 
$94,420. 
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JUDICIARY 





Biennium Budget Comparison 








Present 
Law 


Budget Item Fiscal 2002 


FTE Lisa 


8,603,965 
1,880,580 
309,027 
636,193 
28,510 


Personal Services 
Operating Expenses 
Equipment 
Grants 
Debt Service 

Total Costs $11,458,275 
9,633,584 
1,669,691 
155,000 


General Fund 
State/Other Special 
Federal Special 


Total Funds $11,458,275 


New Proposals 


New 
Proposals 
Fiscal 2002 


1.00 


38,256 
366,219 
0 
100,000 
0 


$504,475 
245,750 
0 
298125 


$504,475 


Total 
Exec. Budget 
Fiscal 2002 


114.75 


8,642,221 
2,246,799 
309,027 
736,193 
28,510 


$11,962,750 
9,879,334 
1,669,691 
413,725 


$11,962,750 


Present 
Law 
Fiscal 2003 


113275) 


8,653,433 
1,812,005 
311,834 
634,340 
28,510 


$11,440,122 
9,606,163 
1,678,959 
155,000 


$11,440,122 


| These issues are discussed further in Program #6 of this agency proposal. 


New 
Proposals 
Fiscal 2003 


1.00 


38,256 
362,719 
0 
100,000 
0 


$500,975 
242,250 
0 
258,725 


$500,975 


Total 
Exec. Budget 
Fiscal 2003 


114.75 


8,691,689 
2,174,724 
311,834 
734,340 
28,510 


$11,941,097 
9,848,413 
1,678,959 
413,725 


$11,941,097 


Total 
Biennium 
Fiscal 00-01 


0.00 


15,075,255 
3,299,241 
531,744 
1,027,397 
57,020 


$19,990,657 
16,698,450 
3,142,208 
149,999 


$19,990,657 





SUMMARY 


DP 6101 - Purchase Equipment to Convert Court Filings to Electronic Formats - The Clerk requested the funding to buy 


a scanner and the support equipment that would allow for the electronic filing of documents, thereby increasing court and 
public access to information. The Clerk requested $18,765; the Executive Budget recommended $3,500 


Total 
Exec. Budget 
Fiscal 02-03 


114.75 


17,333,910 
4,421,523 
620,861 
1,470,533 
57,020 

\ 


$23,903,847 
19,727,747 
3,348,650 
827,450 


$23,903,847 


The table below summarizes all new proposals requested by the executive. Descriptions and LFD discussion of each 
new proposal are included in the individual program narratives. 


| | New Proposals 


Federal 
Special 


Federal 
Special 


State 
Special 


General 
Fund 


State 
Special 


General 


Program Fund 


| # DP 1101 - Federal Court Assessment Program 
01 0.00 36,250 
DP 1102 - Citizen Review Board Expansion 
01 0.00 25,000 
DP 1103 - CASA/Guardian Ad Litem 
01 1.00 100,000 
DP 1104 - Case Management System Equipment 
01 0.00 6,000 0 
DP 1105 - State Reporter 
01 0.00 
DP 2103 - Limited Court Auditor 
02 0.00 
DP 3101 - Scanning 
03 0.00 
DP 6101 - Equipment 
06 0.00 


108,725 144,975 36,250 108,725 144,975 


100,000 125,000 25,000 100,000 125,000 


50,000 150,000 100,000 50,000 150,000 


6,000 6,000 0 6,000 


20,000 0 


20,000 20,000 0 20,000 


50,000 50,000 50,000 50,000 


5,000 5,000 5,000 5,000 


3,500 3,500 y 0 0 


Total 1.00 $245,750 $258,725 ° $504,475 $258,725 $500,975 





JUDICIARY A-15 SUMMARY 





JUDICIARY 01-SUPREME COURT OPERATIONS 


Program Proposed Budget 


Base PE Base New Total ° Bie Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


ROE 37.75 9.00 1.00 47.75 9.00 1.00 47.75 47.75 

Personal Services 2,280,357 446,757 38,256 2,765,370 460,407 38,256 2,779,020 5,544,390 
Operating Expenses 898,617 ZlS,O72, 307,719 1,422,008 161,167 307,719 1,367,503 2,789,511 
Grants 434,371 201,822 100,000 736,193 199,969 100,000 734,340 1,470,533 

Total Costs $3,613,345 $864,251 $445,975 $4,923,571 $821,543 $445,975 $4,880,863 $9,804,434 

General Fund 2,675,451 647,145 187,250 3,509,846 604,437 187,250 3,467,138 6,976,984 
State/Other Special 862,894 137,106 0 1,000,000 137,106 0 1,000,000 2,000,000 
Federal Special 75,000 80,000 258,725 413,725 80,000 258,725 413,725 827,450 


Total Funds $3,613,345 $864,251 $445,975 $4,923,571 $821,543 $445,975 $4,880,863 $9,804,434 





Program Description 

The Supreme Court Operations Program manages the day-to-day operations of the court and administers the local 
Citizen Review Board Program for foster care placements, the federal Court Assessment Program, and the district court 
Criminal Reimbursement Program. 


Funding 
This program is funded with a combination of general fund, state special revenue funds from assessments in district 
courts and courts of limited jurisdiction to upgrade electronic technology, and federal special revenue funds. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special Funds 


Personal Services 2 73,563 
Vacancy Savings 0 

Inflation/Deflation 1,132 
Fixed Costs 96,063 73,399 


Total Statewide Present Law Adjustments $157,847 $148,094 


DP 1001 - Law Clerks for Supreme Court Justices 

7.00 369,582 369,582 : 344,480 0 0 344,480 
DP 1002 - Citizen Review Board Maintenance 

2.00 40,000 120,000 , 40,000 0 80,000 120,000 
DP 1003 - Judicial Branch Education/Equipment 

0.00 15,000 15,000 ’ 9,000 0 0 9,000 
DP 1004 - Court Automation 

0.00 0 201,822 201,822 i 0 199,969 0 199,969 


Total Other Present Law Adjustments 
9.00 $424,582 $201,822 $80,000 $706,404 ; $393,480 $199,969 $80,000 $673,449 





Grand Total All Present Law Adjustments $864,251 b $821,543 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1001 - Law Clerks for Supreme Court Justices - This proposed present law adjustment would provide funding for an 
additional law clerk (and associated support equipment) for each Supreme Court Justice. The Montana Supreme Court 
must accept jurisdiction for all appeals entered in district courts without refusal. This adjustment would allow each 
justice a third law clerk to reduce the current delay of 6-12 months (and increasing) in hearing cases. 
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Supreme Court cases have increased 29 percent in the last five years, from 633 in 1994, to 731 in 1996, 
to 726 in 1998, to 900 in 2000. Comparison with adjoining states show Washington with nine justices 
and three clerks each, Oregon with seven justices and three clerks each, and Idaho with five justices 
and three clerks each. All adjoining states also have special staff under Supreme Court Operations who research specific 
issues by request of the Supreme Court justices, but who are not assigned to a particular justice. The agency stated that 
the Supreme Court caseload increase has caused sufficient delay in hearing cases so as to affect the court's ability to 
provide prompt justice. 


JAY 
COMMENT 





DP_1002 - Citizen Review Board Maintenance - The 1999 Legislature authorized expansion of the Citizen Review 
Board. Funding was used to hire additional staff and establish an additional review board. This proposal requests 
authority to maintain 2.0 FTE ($160,000 of federal authority and $80,000 of general fund). 


aay The Citizen Review Board was formed as a pilot project by the 1997 legislature, and expanded to two 
COMMENT review boards by the 1999 legislature. The mission of these boards is to conduct regular reviews of the 
current status of every child placed in foster care in the state of Montana, in order to ensure child 
progress and safety. The boards also provide for the regular review of the necessity and adequacy of current foster care. 
The Supreme Court requests maintenance of the additional FTE authorized by the 1999 legislature, and the provision of 
funding for the continued service of the board. Instructions from the 1999 legislature required court operations to 
maximize use of federal funding for this program under Title IV-E reimbursements. This funding request contains the 
required mix of federal and state funds. 





DP _1003 - Judicial Branch Education/Equipment - This proposal would fund registration and travel costs to allow 
Supreme Court Justices to attend educational conferences on current statutes, precedence, and judicial procedures. This 
type of training is not available in Montana. This proposal also includes funding for two printers and one computer table 
for use by the Supreme Court Justices. 


DP _ 1004 - Court Automation - HB 176 established a surcharge on court filings of $5. Funds collected are used to 
support and improve the data and information systems of district and limited jurisdiction courts. HB 41 extended the 
surcharge through fiscal year 2003. The surcharge generates $800,000 to $1 million per year. This proposal requests 
state special revenue authority to begin use of these funds. 


New Proposals 


State Federal State Federal 
_ Program General Special Special General Special Special 


DP 1101 - Federal Court Assessment Program 

01 0.00 36,250 108,725 144,975 : 36,250 108,725 144,975 
DP 1102 - Citizen Review Board Expansion 

01 0.00 25,000 100,000 125,000 i 25,000 100,000 125,000 
DP 1103 - CASA/Guardian Ad Litem 

01 1.00 100,000 50,000 150,000 : 100,000 50,000 150,000 
DP 1104 - Case Management System Equipment 

01 0.00 6,000 0 6,000 u 6,000 0 6,000 
DP 1105 - State Reporter 

01 0.00 20,000 0 20,000 ) 20,000 0 20,000 





Total 1.00 $187,250 $258,725 $445,975 : $187,250 $258,725 $445,975 


New Proposals 


DP 1101 - Federal Court Assessment Program - The Court Assessment Program evaluates the handling of child abuse 
and neglect proceedings within the Montana legal system. The program started in June 1995 with an anticipated four- 
year life span. The federal government continues to extend this program. This proposal requests matching funding to 
continue federal authority. 
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The Court Assessment Program is a federal program developed to provide assistance to local 
LFD ; 
governments and courts, and to improve the effectiveness of child welfare law. During the last 
biennium, at the state level, the program has: 

provided training to county attorneys, judges’ conferences, the State Bar, and the Department of Health and 
Human Services; 

2) developed and taught child advocacy law at the University of Montana; 

3) sponsored specialized training in abuse and neglect mediation for local programs throughout the state; 

4) developed a resource directory web page; and 

5) made progress on changes to federal legislation intended to improve child welfare law. 









1) 















This program receives federal funding at a matching rate of 75 percent federal and 25 percent state funds. Federal 
funding for the next biennium is already established at $108,725 per year. This funding, if approved, would provide 
authority to spend the annual federal grants funding, and would provide the $36,250 general fund necessary to qualify 
the state for the federal grant. 







DP 1102 - Citizen Review Board Expansion - This proposal requests federal and general fund authority at a 4:1 ratio 
over the biennium to expand the Citizen Review Board Program. Multiple federal funding sources are available. Some 
require general fund expenditures followed by a federal reimbursement, and some require matching funds. This 
proposal, if funded, would allow the Supreme Court to expand the Citizen Review Board Program to other areas of the 
State. 





exhibited a larger need for closer review by each judicial district. This decision package proposes funding a 
requirement that each judicial district in the state form a Citizen Review Board and subsequently review the 
foster care status of each child in the district every six months. Eighty (80) percent of this program would be funded 
with federal dollars (within federal limits). The issues for legislative consideration include: 
e deciding whether to continue the program beyond its pilot program stage; 
e determining what portions of the proposed legislation the legislature may wish to modify; and 
e determining what cap (if any) to place on the total program costs, either statewide or by individual jurisdictional 
district. 


The agency has indicated that Supreme Court initiated reviews that were randomly conducted by the state 
ISSUE 


The legislature may also wish to ask the Judiciary to provide a review of the measurable impacts of child progress, child 
safety, foster care necessity, and adequacy as found by the Citizen Review Board during the pilot program assessment. 





DP_1103 - CASA/Guardian Ad Litem - Special Advocacy is a state program providing support services to local 
programs. The state program coordinator assists local programs in start-up and provides on-going training to volunteers, 
board members, and local directors. The coordinator also screens, trains and supervises volunteer lay advocates 
appointed to child abuse and neglect cases by district courts. All programs are court sanctioned. The state program is 
historically funded with a federal grant appropriated through a budget amendment to the Supreme Court. This proposal 
puts $100,000 of federal authority in HB2, adds 1.0 FTE to the program, and requests $200,000 of general fund over the 
biennium to assist with established local programs that can no longer receive the competitive, nonrenewable two-year 
federal grants. 





local programs to reduce child abuse and neglect. This is done by developing the community volunteer base 
of trained assistants, by training local community advocates, developing local fundraising programs, and 
ensuring that local lay assistants maintain knowledge relative to the latest federal and state law changes pertinent to child 
abuse and neglect issues. This funding request proposes to replace federal funding at local levels for communities that 







The Court Appointed Special Advocate travels to local communities and provides assistance in developing 
ISSUE 
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mae HD will no longer be eligible for the competitive nonrenewable two-year federal grants. This request 
(Continted) replaces federal funding at local levels with state funding in order to continue providing this service to 
those communities that no longer qualify for federal funds. 


When asked to provide quantifiable evidence that the Special Advocate reduces incidence of child abuse and neglect at 
the local level, the Judiciary was not able to do so. If the legislature determines that it wishes to make general fund 
contributions to this effort, it may wish to make the appropriation a one-time-only and require the Judiciary to provide 
the next legislature with quantifiable evidence of positive results. 





DP 1104 - Case Management System Equipment - The Clerk of Court has a new database case-management system. 
This system will not operate using current computer equipment without an upgrade. 


aay This request includes two workstations and a common server to link existing computers. Costs fall 
RS ONTAVIONG within the Information Services Division guidelines for purchase of computer hardware. 





DP 1105 - State Reporter - This proposal would provide funds to purchase an electronic version of all Montana Supreme 
Court opinions since inception of the Court. These opinions would be used for legal research by Supreme Court Justices 
and their law clerks, as well as by District Court judges and their law clerks. 


aoF This is the equivalent of a purchase rather than a lease. The Supreme Court currently has access to this 
COMMENT data through WestLaw and Lexis. However, they have limited control on customized use, and no 


archival capability. There is potential cost savings to the multiple court systems if the Supreme Court 
can make the database available statewide through website access to lower courts. 
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Program Proposed Budget 


Base PE Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


BLE 2.00 1.00 0.00 3.00 1.00 0.00 3.00 3.00 


Personal Services (3129 46,667 0 119,796 47,073 0 120,202 239 998 
Operating Expenses 127,547 30,910 50,000 208,457 29,556 50,000 207,103 415,560 


Total Costs $200,676 $77,577 $50,000 $328,253 $76,629 $50,000 $327,305 $655,558 


General Fund 200,676 eT 50,000 328,253 76,629 50,000 327,305 655,558 





Total Funds $200,676 $77,577 $50,000 $328,253 $76,629 $50,000 $327,305 $655,558 


Program Description 

The Boards and Commissions staff assists with functions assigned to the Supreme Court by legislative or constitutional 
mandate. The program manages judicial discipline, rules, bar admissions, and substantive matters relative to improving 
and maintaining the administration of justice. The program includes the Judicial Standards Commission, Sentence 
Review Division, Commission on Practice, Board of Bar Examiners, Commission on Courts of Limited Jurisdiction, and 
the Judicial Nominations Commission. 


Funding 

This program is funded from the general fund. Minimal costs are recovered through a fee imposed by the Courts of 
Limited Jurisdiction for training and attorney investigation repayments, which are subsequently deposited to the general 
fund. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special Funds 


Personal Services 5.225 
Vacancy Savings 0 
Inflation/Deflation 116 
Fixed Costs (156) 


Total Statewide Present Law Adjustments $5,183 


DP 2001 - Commission Support 

1.00 63,430 : 62,143 62,143 
DP 2002 - Judicial Standards Commission 

0.00 9,303 ' : 9,303 9,303 


Total Other Present Law Adjustments 
1.00 $72,733 $72,733 1.00 $71,446 $71,446 


Grand Total All Present Law Adjustments $77,577 $76,629 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 2001 - Commission Support - This proposal would provide funding for an additional 1.00 FTE to support the 
Commission to Eliminate Gender Bias in the Courts (an internal Supreme Court commission), the Commission on Self- 
Represented Litigants (an internal Supreme Court commission for those who proceed without an attorney), and the 
Commission on Practice (to review complaints alleging unethical conduct by Montana attorneys). 
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The Boards and Commissions Program currently has two FTE to coordinate the six commissions currently in 
LFD : é 9 
ISSUE place. This request, if approved, would add a third FTE in support of three new commissions. All of the 
current boards and commissions have seen expanded activity during the biennium, most notably a 40 percent 
increase in activity in the Commission on Practice. The legislature may wish to add language indicating that this 
position, if approved, would assist the court in supporting all of their boards and commissions rather than confine support 
to the three new commissions. 





DP. 2002 - Judicial Standards Commission - This proposal would provide a restricted general fund appropriation for the 
constitutionally-mandated .Judicial Standards Commission, for use in investigating complaints and making 
recommendations with regard to the conduct of judicial officers. Funds are allocated to support investigative contracts 
and travel costs. 


New Proposals 


State Federal State Federal 
Program General Special Special General Special Special 


DP 2103 - Limited Court Auditor 
02 0.00 50,000 0.00 50,000 


Total 0.00 $50,000 $50,000 0.00 $50,000 $50,000 





New Proposals 


DP 2103 - Limited Court Auditor - This proposal, if approved, would provide the funds necessary to contract with an 
individual or a company to provide audits of the limited courts throughout Montana. The occurrence of fraud and theft 
in limited courts is increasing, as demonstrated by a theft of $10,000 in January 2000. Most courts have few staff 
members and must rely on manual accounting systems, the controls of which are easily circumvented. Funding this 
proposal would allow an auditor to travel to the courts, assess and test controls, audit court records, and make 
recommendations for improvement. 


The legislature may wish to direct the agency to define, in quantifiable terms, the number of courts that will 
be audited for this $100,000 request. The legislature may also wish to consider this a one-time-only 


Ay 


ISSUE 





appropriation with specific biennial goals and program measurements. Cost-benefit analysis is also indicated, 
as the expenditure of $50,000 annually to identify what may amount to a $10,000 diversion indicates the potential for a 
limited return on investment. 
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Program Proposed Budget 


Base PE Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE 7.50 0.00 ( 7.50 0.00 3 7.50 7.50 
Personal Services 281,861 52,187 334,048 53,851 Soa lee 669,760 
Operating Expenses 102,306 17,586 124,892 8,623 115,929 240,821 
Equipment 280,966 28,061 309,027 30,868 311,834 620,861 
Debt Service 28,510 0 28,510 0 28,510 57,020 
Total Costs $693,643 $97,834 $796,477 $93,342 $791,985 $1,588,462 
General Fund 693,643 97,834 796,477 93,342 791,985 1,588,462 


Total Funds $693,643 $97,834 $796,477 $93,342 $791,985 $1,588,462 





Program Description 

The Law Library maintains the extensive legal reference materials used by the court system, the legislature, state officers 
and employees, members of the bar, and the general public. Access to much of this material is provided via the Internet. 
A Board of Trustees consisting of the Supreme Court Justices governs the library. 


Funding 
This program is funded through the general fund. Minimal costs are recovered through fees charged for copies, faxes, 
and rental of audio/video cassettes. These fees are subsequently deposited into the general fund. 


Present Law Adjustments 


State Federal State Federal 
General Special Special Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments $41,778 $43,474 


DP 3001 - Chair Replacement 

0.00 9,000 9,000 ; 9,000 
DP 3002 - Upgrade Web Server 

0.00 8,995 8,995 i 0 0 
DP 3003 - Legal Information Inflation 

0.00 28,061 28,061 ! 30,868 30,868 
DP 3004 - Comparable Wage 

0.00 10,000 10,000 , 10,000 10,000 


Total Other Present Law Adjustments 
0.00 $56,056 $56,056 : $49,868 $49,868 


Grand Total All Present Law Adjustments $97,834 $93,342 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 3001 - Chair Replacement - This request would fund the purchase of new chairs for the library. Current chairs are 18 


years old and in poor condition. This request would provide one-time funding to replace all the chairs in the library and 
conference room. 
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| DP 3002 - Upgrade Web Server - Since the Internet is used to provide public access to Supreme Court opinions and legal 
| information, this request would fund an upgrade of the web server in the Law Library. 









This upgrade meets the Information Services Division's four-year replacement standard, and indicates 
that additional upgrades will not be necessary before 2006. The legislature may wish to consider a one- 
time-only appropriation, as this is not a recurring need. 


| Baa 
Ree 





| DP 3003 - Legal Information Inflation - Legal books are subject to inflation beyond the Consumer Price Index. Costs for 
' American Library Association legal books have risen 17.44 percent since 1999. This funding would allow the Law 
| Library to maintain parity in its current collection. 


| DP 3004 - Comparable Wage - This request would provide funding for a pay increase for library clerks. Court justices 
support paying their library clerks $10 per hour, as compared to the current rate of $8 per hour. Library clerks hold 
| exempt positions and their wages have not kept pace with adjustments provided to like-classified positions. This is 
especially true at the entry level, where pay has not been adjusted for inflation for over ten years. This request would 
' fund an increase in clerk's wages to $10 per hour, which is comparable to the wages paid library clerks who hold like 
_ responsibilities in like agencies. 





LFD The agency will make the research justifying this request available to the legislature upon request. 


COMMENT 


New Proposals 


State Federal State Federal 
Prgm General Special . Special General Special Special 


DP 3101 - Scanning 
03 0.00 





? Total 


New Proposals 


DP 3101 - Scanning - Part of the 2001 biennial appropriation was invested in hardware, software, and the contract labor 
necessary to scan thousands of legal documents for addition to the law library website, making them available for public 
access. These included Supreme Court briefs and opinions, court rules, legislative histories, and minutes of the Montana 
Constitutional Convention. This proposal, if approved, would fund students, working as independent contractors, to 
continue this process. This funding would provide the capacity to scan documents for approximately 700 hours per fiscal 
year. 


Proprietary Rates 


Program Description 

Law Library Search/Research Enterprise Fund 

The Law Library is billed by the on-line provider for air time; the library in turn bills requesting entities for the cost of 
the search performed. 


Revenues and Expenses 

Law Library staff performs on-line searches and does research for public and private entities. The library is billed by the 
on-line provider for airtime. The library, in turn, bills the requesting entity for the search/research, collects the 
remuneration and pays the provider. 
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Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number FundName Agency Number Agency Name rr Program Name 
06019 Library Searches/Resea 2110 Judiciary Law Library 





Fund Balance Information 











Estimated Estimated Estimated 

FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03 

Beginning Retained Earnings N/A N/A N/A - - 2,937 2,937 2,937 

Increases 

Fee Revenue = - : - - - - - 
Investment Earnings a - = - : : - - 
Transfers In - - - - - - - - 

Miscellaneous, operating - S - 26,033 39,899 40,000 40,000 - 40,000 
Miscellaneous, other - - - - - - - - 

Total Increases NA N/A NWA 26,033 39,899 40,000 40,000 40,000 














(Decreases) 
Personal Services - - - a 3 = y ss 
Operations 5 - = - 26,033 36,962 40,000 40,000 40,000 
Transfers Out - - - e = - 2 S 
Miscellaneous, operating - - - . = = 


Miscellaneous, other - - - - fy = 5 e 
Total Decreases N/A N/A NA 26,033 36,962 40,000 40,000 40,000 


















Adjustments to Beginning Retained 
Earnings - - - - 






Ending Retained Earnings NWA N/A N/A - 2,937 2,937 2,937 2,937 
Total Contributed Capital - Z - - - - - - 
Total Fund Equity N/A N/A NWA - 2,937 2,937 2,937 2,937 





Unreserved Fund Balance 











60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 









oo Estimated-------- Authority 





Requested Rates for Internal Service 
Funds XXXX XXXX XXXX XXXX XXXX XXXX XXX XXXX ' 

(Agency Charges (Provided as Information Only for both types of funds -- i.e. the Internal Service Funds [primary service to agencies within state government] and to 
Enterprise funds [primary service to outside state government]). If applicable, provide authority for the charge. 









The law library performs on-line searches/resaearch for public & private entities. The law library is billed by 
the on-line provider for the air time; the library, in turn, bills the requestor, collects the money and pays the 
provider. 
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JUDICIARY 04-DISTRICT COURT OPERATIONS 


Program Proposed Budget 
Base Ply Base New Total PL Base New Total Total 


Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE 40.00 0.00 s 40.00 0.00 : 40.00 40.00 


Personal Services 4,076,004 489,946 4,565,950 513,186 4,589,190 9,155,140 
Operating Expenses 283,536 13,301 296,837 13,408 296,944 593,781 


Total Costs $4,359,540 $503,247 $4,862,787 $526,594 $4,886,134 $9,748,921 


General Fund 4,359,540 503,247 4,862,787 526,594 4,886,134 9,748,921 





Total Funds $4,359,540 $503,247 $4,862,787 __ $526,594 $4,886,134 $9,748,921 


Program Description 
The District Court Operations Program funds salaries, travel, and training costs for the state's district judges. District 
courts have original jurisdiction for cases in criminal felony, civil, and administrative law. 


Funding 
This program is supported by the general fund. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 476,396 499 636 
Vacancy Savings 0 0 
Inflation/Deflation 192 299 
Fixed Costs (664) (664) 


Total Statewide Present Law Adjustments $475,924 $499,271 


DP 4001 - District Court Judicial Education 

0.00 10,000 10,000 E 10,000 10,000 
DP 4002 - Multi-County Jurisdictions 

0.00 Seo Sy EE l 34773 Bae 
DP 4003 - Retired Judges Compensation 

0.00 13,550 13,550 ; 13,550 13,550 


Total Other Present Law Adjustments 
0.00 $27,323 $27,323 ; $27,323 $27,323 





Grand Total All Present Law Adjustments $503,247 $526,594 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 


correspond to the narrative descriptions. 


DP 4001 - District Court Judicial Education - Due to turnover among judges, there is a need for training. Reno, Nevada 
is the closest training facility; costs range from $2,000 to $3,500 per judge. This proposal, if funded, would provide 
training for eight district court judges at an average cost of $2,500. 


DP 4002 - Multi-County Jurisdictions - The Supreme Court provides a lease vehicle for judges who preside over multi- 


county jurisdictions. This request, which meets standard reimbursement rates, provides a 4 percent increase for vehicle 
leases, travel expenses, and vehicle maintenance for judges who have multi-county jurisdictions. 
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DP 4003 - Retired Judges Compensation - Judges must often excuse themselves from hearing a case. Retired judges are 
frequently called to serve temporarily as substitutes. Compensation for these judges is statutorily determined, but is not 
included in the base. This request provides funding to compensate retired judges who are called to temporary duty. 


LFD This request falls within the average expenditure for the last five years. 
COMMENT 
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JUDICIARY . 05-WATER COURTS SUPERVISION 


Program Proposed Budget 


Base Pie Base New Total Pie Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


ELE. 11.00 Y i 11.00 0.00 ; 11.00 11.00 


Personal Services $19,441 563,608 53,435 572,876 1,136,484 
Operating Expenses 105,879 106,083 204 106,083 212,166 


Total Costs $625,320 : $669,691 $53,639 $678,959 $1,348,650 


State/Other Special 625,320 669,691 53,639 678,959 1,348,650 





Total Funds | $625,320 $669,691 $53,639 $678,959 $1,348,650 


Program Description 
The Water Courts Operations staff adjudicates claims relative to existing water rights and supervises the distribution of 
water among the four water divisions of the state, as defined in 3-7-102, MCA. 


Funding 

This program is funded with state special revenue funds from the Renewable Resource Grant and Loan Account. These 
accounts include the Resource Indemnity and Ground Water Assessment (RIGWA) Tax, as well as interest earnings on 
the Resource Indemnity Tax (RIT) Trust. 


Present Law Adjustments 


State Federal State Federal 
General Special Special Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments $35,827 $39,095 


DP 5001 - Water Masters 

0.00 0 6,000 : 12,000 12,000 
DP 5002 - Overtime for Travel 

0.00 0 1,600 : 1,600 1,600 
DP 5003 - Telephone System Warranty 

0.00 0 944 ; 944 944 


Total Other Present Law Adjustments 
0.00 $0 $8,544 ; $14,544 


Grand Total All Present Law Adjustments $44,371 $53,639 





Executive Present Law Adjustments 

The "Present Law Adjustments” table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 5001 - Water Masters - This request, if funded, would provide for an increase in the base salary of the three lowest- 
paid watermasters, all of whom joined the Court in 1999. According to the agency, the loss of three watermasters during 
1998-1999 was due to the fact that the private sector provided higher compensation levels. Insufficient retention has 
caused extension of adjudication from 12 to 18 months. 


JUDICIARY A-27 WATER COURTS SUPERVISION 


JUDICIARY 05-WATER COURTS SUPERVISION 


way Watermaster turnover averages one per year in a staff of six; there are significant training requirements 
r repla 
COMMENT for replacements 





DP _ 5002 - Overtime for Travel - Water Court personnel from Bozeman must travel to hearings throughout Montana, 
which results in the use of overtime. During the next biennium, the Water Court will hold hearings and conferences in 
several communities including Hamilton, Billings, Red Lodge, Havre, and Glasgow. 


The Water Court conducts annual hearings in 15 state locations, and averages over 51 days in so doing. 
LFD ME ies: aa 
COMMENT The overtime funding in this request falls within the five-year average. 





DP 5003 - Telephone System Warranty - The two-year warranty on the Court's Norstar telephone system expires in 
October 2001. This request would provide funds for an annual maintenance contract amounting to $944, which will 
come due at that time. 


JUDICIARY A-28 WATER COURTS SUPERVISION 




















JUDICIARY 06-CLERK OF COURT 


Program Proposed Budget 


Base Pie Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


BE, 4.50 1.00 . 0) 1.00 : 5.50 5.50 
Personal Services 236,302 57,147 293,449 58,387 294,689 588,138 
Operating Expenses 38,444 46,578 88,522 42,718 81,162 169,684 
Equipment 0 0 0 0 0 0 
Total Costs $274,746 $103,725 $3,500 $381,971 $101,105 $375,851 $757,822 
General Fund 274,746 103,725 3,500 381,971 101,105 375,851 757,822 


Total Funds $274,746 $103,725 $3,500 $381,971 $101,105 $375,851 $757,822 





Program Description 
The Clerk of Court provides operational support for the Supreme Court, as outlined in 3-2-4, MCA. Duties include 
maintaining court records and files, issuing writs and certificates, approving bonds, and filing papers and transcripts. 


Funding 
This program is supported by the general fund. 


Present Law Adjustments 


State Federal State Federal 
General Special Special Funds General Special Special 


Personal Services 11,947 
Vacancy Savings 0 

Inflation/Deflation (84) 
Fixed Costs (298) 


Total Statewide Present Law Adjustments $11,565 $12,645 


DP 6001 - Supreme Court Records 

0.00 35,000 35,000 : 35,000 
DP 6002 - Records Storage 

0.00 3,300 3,300 : 3,300 3,300 
DP 6003 - Clerk of Court Operations 

0.00 4,800 4,800 , 4,800 4,800 
DP 6004 - Additional Staff 

1.00 49,060 49,060 i 45,360 45,360 


Total Other Present Law Adjustments 
1.00 $92,160 $92,160 : $88,460 $88,460 





Grand Total All Present Law Adjustments $103,725 $101,105 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 6001 - Supreme Court Records - By law, the Clerk is responsible for the historical retention of Supreme Court 


records. Cases after 1937 have yet to be duplicated. The Clerk of Court is requesting a restricted appropriation to 
continue a practice that includes microfilming, microfiching, and digital conversion of these records. 


JUDICIARY A-29 CLERK OF COURT 


JUDICIARY 06-CLERK OF COURT | 


LFD An estimate to complete historical retention for years 1937 to 2000 amounts to $155,000 over a two- 
Seviviotnm Yoo period. This request would allow project completion in just over four years. If the legislature 


would prefer incremental progress over a longer period of time, they may wish to partially fund this 
request. 





DP 6002 - Records Storage - In fiscal 2000, storage room in the vault was exhausted and additional records were 
transferred to Records Management. The records manager indicates that there will be an increase of $3,256 per year in 
storage costs. The Clerk of Court is requesting funding in each budget year to cover these costs. 


DP. 6003 - Clerk of Court Operations - In calendar year 2000, the Clerk averaged over 75 new cases per month, resulting 
in over 900 annual docketed cases. To address the increase, the Clerk requests additional funding for supplies and 
materials. The increased caseload will impact mail volume. Additionally, postage rates will increase during the next 
biennium. To offset this, the Clerk is requesting additional funding to meet the costs of postage and mailing. 


DP 6004 - Additional Staff - The Clerk's Office manages the entire Supreme Court caseload with a staff of 4.5 FTEs. 
Court filings have increased 29 percent in six years. The Clerk is requesting additional staff to assist in caseload 
management. 


New Proposals 


State Federal State Federal 
Program General Special Special General Special Special 


DP 6101 - Equipment 
06 0 


Total 





New Proposals 


DP 6101 - Equipment - This proposal requests funding for a scanner and the support equipment that would allow 
electronic filing of documents, thereby increasing court and public access to information. 
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MT CHIROPRACTIC LEGAL PANEL 01-LEGAL PANEL OPERATIONS 





Program Proposed Budget 


Base PE Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item ’ Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


PIB i 0.00 i 4 0.00 f i 0.00 0.00 

Operating Expenses 10,539 15,000 15,000 30,000 
Total Costs $10,539 $15,000 $15,000 $30,000 

State/Other Special 10,539 15,000 15,000 30,000 


Total Funds $10,539 $15,000 $15,000 $30,000 





Agency Description 

The Montana Chiropractic Legal Panel reviews potential and actual malpractice claims against chiropractors, in order to 
confirm reasonable inference of malpractice. The panel makes fair disposition relative to claims that may be well 
founded. The panel consists of three chiropractors and three attorneys, who are required to review every potential or 
actual claim. A director appointed by the Montana Chiropractic Association manages the panel. 


Biennium Budget Comparison 
Present New Total Present New Total Total Total 
Law Proposals Exec. Budget Law Proposals Exec. Budget Biennium Exec. Budget 
et Item Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 00-01 Fiscal 02-03 


0.00 ‘ 0.00 0.00 ; 0.00 0.00 0.00 
Operating Expenses 15,000 15,000 15,000 15,000 ZTAS2 30,000 
Total Costs $15,000 $15,000 $15,000 $15,000 $27,732 $30,000 


State/Other Special 15,000 15,000 15,000 15,000 2132 30,000 





Total Funds $15,000 $15,000 $15,000 $15,000 $27,732 $30,000 


Funding 
The Montana Chiropractic Legal Panel is funded with special state revenue funds derived from annual assessments. This 


amount is set annually by the director and is assessed equally to all chiropractors. 


Present Law Adjustments 


General State Federal General State Federal 
Fund Special Special Fund Special Special 


Fixed Costs 


Total Statewide Present Law Adjustments 


DP 1 - Panel Operating Costs 
0.00 0 4,459 


Total Other Present Law Adjustments 
0.00 $0 $4,459 





Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law " adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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MT CHIROPRACTIC LEGAL PANEL 01-LEGAL PANEL OPERATIONS 


DP. _1 - Panel Operating Costs - All panel functions are conducted through consulting and other professional services. 
The panel is requesting an increase for consulting and professional services, travel, and audit fees in anticipation of 
increased activity. Activity depends on the number of cases filed. This number was lower than average in the base year. 


eb Activity is dependent upon the number of cases filed. Though this number can be estimated, it cannot be 


COMMENT predicted. The panel is requesting contingent funding based upon an anticipated increase in activity. The 
activity in the 2001 biennium was below the Chiropractic League's historic experience. 
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GOVERNORS OFFICE 


Agency Proposed Budget 


Budget Item 


BIE 


Personal Services 
Operating Expenses 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


50.00 


2,423,695 
862,472 
12,787 

0 


$3,298,954 
3,024,552 
230,746 
43,656 


$3,298,954 


Pi Base New 


Adjustment 


Fiscal 2002 


0.00 
161,884 
2,316,060 
(12,787) 

0 
$2,465,157 
239,844 
223,969 
2,001,344 


$2,465,157 


Proposals 
Fiscal 2002 


$30,000 
30,000 
0 

0 


$30,000 


Total 
Exec. Budget 
Fiscal 2002 


50.00 


2,985,579 
3,208,532 
0 


0 
$5,794,111 
3,294,396 
454,715 
2,045,000 


$5,794,111 


Ply Base New 


Adjustment 
Fiscal 2003 


0.00 
174,744 
99,057 
(12,787) 
0 
$261,014 
184,497 
74,673 
1,844 


$261,014 


Proposals 
Fiscal 2003 


$30,000 
30,000 
0 

0 


$30,000 


Total 
Exec. Budget 
Fiscal 2003 


$3,589,968 
3,239,049 
305,419 
45,500 


$3,589,968 





SUMMARY 





Total 
Exec. Budget 
Fiscal 02-03 


50.00 


5,184,018 
4,200,061 
0 
0 


$9,384,079 
6,533,445 
760,134 
2,090,500 


$9,384,079 


Agency Description 

The Office of the Governor exists under authority granted in Article VI of the Montana Constitution. The Governor has 
constitutional and statutory authority to administer the affairs of the State of Montana. The Governor appoints all 
military and civil officers of the state whose appointments are provided for by statute or the Constitution, grants 
reprieves and pardons, and serves on various boards and commissions. The Governor approves or vetoes legislation, 
reports to the legislature on the condition of the state, and submits a biennial Executive Budget. The Governor also 
represents the state in relations with other governments and the public. 


Biennium Budget Comparison 


Budget Item 


BE 


Personal Services 
Operating Expenses 
Equipment 
Transfers 


Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Present 
Law 
Fiscal 2002 


$5,764,111 
3,264,396 
454,715 
2,045,000 


$5,764,111 


New 
Proposals 
Fiscal 2002 


$30,000 
30,000 
0 

0 


$30,000 


Total 
Exec. Budget 
Fiscal 2002 


50.00 


2,585,579 
3,208,532 
0 
0 


$5,794,111 
3,294,396 
454,715 
2,045,000 


$5,794,111 


Present 
Law 
Fiscal 2003 


50.00 


2,598,439 
961,529 
0 

0 


$3,559,968 
3,209,049 
305,419 
45,500 


$3,559,968 


New 
Proposals 
Fiscal 2003 


$30,000 
30,000 
0 

0 


$30,000 


Total 
Exec. Budget 
Fiscal 2003 


50.00 


2,598,439 
OO 20) 
0 

0 


$3,589,968 


3,239,049 
305,419 


45,500 


$3,589,968 


Total 
Biennium 
Fiscal 00-01 


0.00 


4,962,217 
1,722,072 
AIRS 

0 


$6,697,076 
6,107,847 
502,498 
86,731 


$6,697,076 





Total 
Exec. Budget 
Fiscal 02-03 


50.00 


5,184,018 
4,200,061 
0 
0 


$9,384,079 
6,533,445 
760,134 
2,090,500 


$9,384,079 





New Proposals 
The table below summarizes all new proposals requested by the executive. Descriptions and LFD discussion of each 
new proposal are included in the individual program narratives. 


New Proposals 


Federal 
Special 


General State 
Fund Special 


Federal 
Special 


General State 


Program Fund Special 


DP 1 - Western Governors Association Dues 


01 0.00 30,000 30,000 0 


$30,000 $0 


Total 0.00 $30,000 $30,000 $30,000 
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GOVERNORS OFFICE 


01-EXECUTIVE OFFICE PROGRAM 





Program Proposed Budget 


Budget Item 


BLE 

Personal Services 
Operating Expenses 
Equipment 


Total Costs 


General Fund 
State/Other Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


19.00 
930,245 
388,839 
12,787 
$1,331,871 


1,124,481 
207,390 


$1,331,871 


Ri Base New 


Adjustment 
Fiscal 2002 


0.00 
85,609 
89,182 

(12,787) 

$162,004 


80,679 
81,325 


$162,004 


Proposals 
Fiscal 2002 


0 
30,000 
0 


$30,000 


30,000 
0 


$30,000 


Total 
Exec. Budget 
Fiscal 2002 


19.00 
1,015,854 
508,021 
0 
$1,523,875 


1,235,160 
288,715 


$1,523,875 


Pie Base New 


Adjustment 
Fiscal 2003 


0.00 
90,035 
63,944 
(12,787) 
$141,192 


59,163 
82,029 


$141,192 


Proposals 
Fiscal 2003 


0 
30,000 

0 
$30,000 


30,000 
0 


$30,000 


Total 
Exec. Budget 
Fiscal 2003 


19.00 
1,020,280 
482,783 
0 
$1,503,063 


1,213,644 
289,419 





$1,503,063 


Total 
Exec. Budget 
Fiscal 02-03 


19.00 
2,036,134 
990,804 
0 
$3,026,938 


2,448,804 
578,134 


$3,026,938 





Program Description 

The Executive Office Program staff assists the Governor in reviewing and coordinating activities of the Executive 
Branch, including administrative, legal, press support, and centralized services. The office also administers programs 
with special impact on Montana, including services for senior citizens, maintaining clean water in the Flathead Basin, 
and the Consensus Council. 


Funding 

This program is funded with general fund and special state revenue. Major special state revenues include $15,500 from 
federal sources, which is used to offset personnel service costs in Central Services; $36,000 from renewable resource 
grants, private sources, and local governments, which is used to fund the Flathead Basin Commission; and, $169,390 
derived from fees charged for services and $50,000 in private funds, which is used to fund the Consensus Council. 


Present Law Adjustments 


Federal 
Special Funds 


State Federal State 
Special Special Funds General Special 


Personal Services 111,826 116,374 
Vacancy Savings (26,217) (26,339) 
Inflation/Deflation 1,892 3,585 
Fixed Costs 44,609 21,678 


General 


Total Statewide Present Law Adjustments $132,110 $115,298 


DP 1 - Replacement Computers 
0.00 (20,106) 0 

DP 2 - Consensus Council SSR Authority 
0.00 0 


(20,106) 0.00 (24,106) 0 (24,106) 


50,000 50,000 0.00 0 50,000 50,000 


Total Other Present Law Adjustments 


0.00 ($20,106) $50,000 $29,894 0.00 ($24,106) $50,000 $25,894 


Grand Total All Present Law Adjustments $162,004 $141,192 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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GOVERNORS OFFICE 01-EXECUTIVE OFFICE PROGRAM 





DP_1 - Replacement Computers - This funding would allow the Governor's Office to replace computers on a four-year 
cycle. According to the replacement schedule, two computers would be purchased in fiscal 2002, with no computer 
| purchases scheduled for fiscal 2003. These purchases result in a net negative present law adjustment of -$20,106 in 


fiscal 2002 and -$24,106 in fiscal 2003. 


All requests to replace existing computers are funded and time sequenced within current Information 
Services Division guidelines. 





AOD 





COMMENT 





DP 2 - Consensus Council Special State Revenue Authority - The Consensus Council has continually sought 
administrative authorization to spend state special revenue received for contracts with other state agencies. The council 
seeks an increase in its state special revenue appropriation to accommodate for contracts of this nature. This request 
includes $50,000 in state special revenue for each year of the biennium to meet increased operating expenses and to 
procure the consulting services necessary to honor additional contracts. 





Consensus Council Special State Revenue is recurring but not always predictable in terms of cost. The issue 
for legislative consideration is whether the council should be funded at this increased level, based upon 


historical trends. 


BoD 
O10 


New Proposals 


State Federal State Federal 
Program General Special Special General Special Special 


DP | - Western Governors Association Dues 
0.00 30,000 0.00 30,000 


0.00 $30,000 $30,000 0.00 $30,000 $30,000 





New Proposals 


DP 1 - Western Governors Association Dues - The Executive Budget includes $30,000 from the general fund for each 
year of the biennium with which to pay dues for membership in the Western Governor's Association. Membership 
allows Montana to participate on a regional and national scale in setting public policy, particularly in such areas as water 
rights, drought, and forest fires. 
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GOVERNORS OFFICE 


Program Proposed Budget 


et Item 


Personal Services 
Operating Expenses 


Base 
Budget 
Fiscal 2000 


1.50 


44,979 
34,942 





Total 
Exec. Budget 
Fiscal 2002 


Poe Base New 
Adjustment Proposals 
Fiscal 2002 Fiscal 2002 


1.50 


44,262 
35,286 


02-MANSION MAINTENANCE PROGRAM 


Total 
Exec. Budget 
Fiscal 02-03 


Total 
Exec. Budget 
Fiscal 2003 


Pl eaSGalNCW. 
Adjustment Proposals 
Fiscal 2003 Fiscal 2003 


0.00 : 1.50 1.50 


88,706 
70,545 


(535) 44,444 
317 35,259 


Total Costs $79,921 $79,548 ($218) $79,703 $159,251 


General Fund 79921 79,548 (218) 79,703 159,25 





$79,548 ($218) $79,703 $159,251 


Total Funds $79,921 


Program Description 
The Mansion Maintenance Program maintains the Governor's official residence. 


Funding 
The program is funded entirely by general fund. 


Present Law Adjustments 


Federal 
Special 


State 
Special 


Federal 
Special 


State 


General Special General 


Personal Services 

Vacancy Savings 

Fixed Costs 

($373) 


Total Statewide Present Law Adjustments ($218) 





Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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GOVERNORS OFFICE 


Program Proposed Budget 


Base PE Base New 
Budget Adjustment Proposals 
Fiscal 2002 


Budget Item Fiscal 2000 Fiscal 2002 


RIE 1.00 0.00 


Personal Services 41,888 5,392 
Operating Expenses 144,820 (99) 


Total Costs $186,708 $5,293 


General Fund 170,710 
State/Other Special 15,998 


Total Funds $186,708 


Program Description 


Total 
Exec. Budget 
Fiscal 2002 


1.00 


47,280 
144,721 


$192,001 


176,001 
16,000 





$192,001 


03-AIR TRANSPORTATION PROGRAM 


Pe Base New Total Total 
Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


1.00 1.00 


48,004 95,284 
145,296 290,017 


$193,300 $385,301 


177,300 398,301 
16,000 32,000 


$193,300 $385,301 


The Air Transportation Program staff provides safe, reliable, economical air transportation for the Governor. 


Funding 


The program is funded by general fund and special state revenues of $32,000 from the proceeds derived from renting the 


Governor's aircraft to other state agencies. 


Present Law Adjustments 


State Federal 
General Special Special 


Personal Services 


Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 
Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 


State Federal 
General Special Special 





The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 


correspond to the narrative descriptions. 


GOVERNORS OFFICE 


AIR TRANSPORTATION PROGRAM 


GOVERNORS OFFICE 


Program Proposed Budget . 


Budget Item 


FTE 

Personal Services 
Operating Expenses 
Transfers 


Total Costs 


General Fund 
State/Other Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


17.00 
906,551 
144,623 

0 
$1,051,174 


1,051,174 
0 


$1,051,174 





Ely Base New 


Adjustment 
Fiscal 2002 


0.00 
27,743 
54,525 

0 
$82,268 


82,268 
0 


$82,268 


Total 
Exec. Budget 
Fiscal 2002 


Proposals 
Fiscal 2002 


17.00 
934,294 
199,148 

0 
$1,133,442 


1,133,442 
0 


$1,133,442 


04-OFFICE OF BDGET & PGM PLANNING 


PL Base New 


Adjustment 
Fiscal 2003 


0.00 
33,015 
14,885 

0 
$47,900 


47,900 
0 


$47,900 


Total 
Exec. Budget 
Fiscal 2003 


Proposals 
Fiscal 2003 


17.00 
939,566 
159,508 
0 
$1,099,074 


1,099,074 
0 


$1,099,074 


Total 
Exec. Budget 
Fiscal 02-03 


17.00 
1,873,860 
358,656 
0 
$2,232,516 


2,232,516 
0 


$2,232,516 





Program Description 

The Office of Budget and Program Planning (OBPP) staff assists the Governor in preparing and administering the 
Executive Budget. They monitor revenue collections, publish fiscal notes, and act as the approval authority for 
operational plan changes, program transfers, and budget amendments under 17-7 MCA. The OBPP serves as the lead 
Executive Branch agency for compliance with the federal Single Audit Act. 


Funding 

This program is funded from the general fund. Other funding includes state special revenues received for services 
provided to other agencies. A portion of the program is supported through the Statewide Cost Allocation Plan (SWCAP) 
and the State Fund Cost Allocation Plan (SFCAP), which assess other state agencies for services that the OBPP provides. 
Funds received from assessments of federal and non-general fund state funds are deposited into the general fund. 


Present Law Adjustments 


Federal 
Special 


State 
Special 


State Federal 


General Special Special 


Personal Services 

Vacancy Savings 

Inflation/Deflation 

Fixed Costs 

$38,900 


Total Statewide Present Law Adjustments $55,668 


DP | - Replacement Computers 

0.00 21,000 
DP 2 - OBPP Video Projector 

0.00 5,600 
DP 3 - Session Costs 

0.00 0 0 


21,000 (1,000) 


5,600 y 0 


Total Other Present Law Adjustments 
0.00 $26,600 $26,600 


Grand Total All Present Law Adjustments $82,268 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1 - Replacement Computers - The Governor's Office requires the Budget Office to replace computers on a four-year 
cycle. According to the replacement schedule, the Budget Office will purchase 11 computers in fiscal 2002, with none 
scheduled for purchase in fiscal 2003. 


GOVERNORS OFFICE A-38 OFFICE OF BDGET & PGM PLANNING 


| GOVERNORS OFFICE i 04-OFFICE OF BDGET & PGM PLANNING 


Division guidelines. Additionally, the OBPP base includes over $5,000 for regular computer purchases. This 
request could be reduced by this amount. 


All requests to replace existing computers are funded and time sequenced within current Information Services 
ISSU 





DP 2 - OBPP Video Projector - This funding would allow the budget office to fund a computer and video projector for 
use in training sessions and presentations. The equipment would be customized to Budget Office applications and would 
include a laptop computer and portable video projector. 





DP 3 - Session Costs - The budget office has non-base year expenditures associated with publishing the Executive 
Budget. This request includes funding to cover these expenses. The funding request focuses on a recurring need to print 
OBPP budget books, the funding for which has never been moved into the OBPP budget base. 
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GOVERNORS OFFICE 


05-INDIAN AFFAIRS 





Program Proposed Budget 


Budget Item 


Bee 


Personal Services 
Operating Expenses 


Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


2.00 


78,179 
26,937 


$105,116 
105,116 
0 
0 


$105,116 


LEAL. Base New 


Adjustment 
Fiscal 2002 


0.00 


10,755 
2,147,496 


$2,158,251 
8,251 
150,000 
2,000,000 


$2,158,251 


Proposals 
Fiscal 2002 


Total 
Exec. Budget 
Fiscal 2002 


2.00 


88,934 
2,174,433 


$2,263,367 
113,367 
150,000 

2,000,000 


$2,263,367 


Pe Base New 


Adjustment 
Fiscal 2003 


0.00 


11,073 
(2,439) 


$8,634 
8,634 
0 
0 


$8,634 


Proposals 
Fiscal 2003 


Total 


Exec. Budget 


Fiscal 2003 


2.00 


89,252 
24,498 


$113,750 
113,750 


0 
0 





$113,750 


Total 
Exec. Budget 
Fiscal 02-03 


2.00 


178,186 
2,198,931 


$2,377,117 
eel 
150,000 

2,000,000 


$2,377,117 


Program Description 

The Coordinator of Indian Affairs is the Governor's liaison with state Indian tribes; this program provides information on 
issues faced by the Indians of Montana. The coordinator advises and makes recommendations on issues facing the 
Montana delegation and serves as spokesperson for public and private Native American groups. The program is 
mandated by 2-15-217 and 90-11-101, MCA. 


Funding 
This program is funded with general fund, state special revenues, and a federal grant. 


Present Law Adjustments 


Federal 
Special 


State 
Special 


Federal 
Special 


State 


Special Funds General 


Personal Services 13,287 
Vacancy Savings (2,532) 
Inflation/Deflation (4) 

Fixed Costs (2,500) 


General 


(2,473) 


Total Statewide Present Law Adjustments $8,251 $8,634 


DP 1 - Carryover HB670 Funds State-Tribal 
0.00 0 


150,000 2,000,000 2,150,000 0.00 


Total Other Present Law Adjustments 


0.00 $0 $150,000 $2,000,000 $2,150,000 0.00 





Grand Total All Present Law Adjustments $2,158,251 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1 - Carryover HB670 Funds State-Tribal - HB 670 became effective in the 2001 biennium. However, based on delays 
in setting up the Commission and in hiring associated staff, the funds appropriated have not been expended. The 
coordinator estimates that approximately $150,000 in the state special revenue account will remain at the end of this 
biennium. This request would allow funds to be reauthorized and the $2 million federal special revenue appropriation 
continued. 
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taken, even though they were funded in the 2001 biennium. Future funding for this program may warrant 
legislative discussion involving the Governor's Office and the Coordinator of Indian Affairs. HB670 contains 
a sunset provision of June 2001; its authority terminates at that point. Significant duties and responsibilities mandated by 
this legislation have yet to be achieved, including: 
1) Developing economic prosperity on Montana Indian reservations; 
a2) Recruiting business enterprises on reservations; 
3) Securing federal grants; 
Conducting comprehensive assessments; 
Developing micro-businesses; and 
Developing state-tribal cooperative agreements. 


There were substantial requirements in statute and HB2 for HB670 - required actions that have not yet been 
ISSUE 


None of these tasks have been accomplished, nor has the requested $2 million in federal funding been secured. 


The issue for legislative consideration is, based on historical performance, does the legislature wish to continue the State- 
Tribal Economic Development Commission authorized and funded under HB670, and will the termination date of the 
bill be changed? 
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Program Proposed Budget 


Base 


Budget 
Fiscal 2000 


Budget Item 


FTE 


Personal Services 
Operating Expenses 


Total Costs 
General Fund 


Total Funds 


Program Description 


3.00 


171,337 
37,424 


$208,761 
208,761 


$208,761 





Py Base New 


Adjustment 
Fiscal 2002 


0.00 


12,477 
5,265 


$17,742 
17,742 


$17,742 


Proposals 
Fiscal 2002 


Total PL Base 

Exec. Budget Adjustment 

Fiscal 2002 Fiscal 2003 
3.00 0.00 


183,814 
42,689 


13,143 
» 6,188 
$226,503 $19,331 
226,503 191331 


$226,503 $19,331 


New 
Proposals 
Fiscal 2003 
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Total 
Exec. Budget 
Fiscal 02-03 


Total 
Exec. Budget 
Fiscal 2003 


3.00 3.00 





184,480 
43,612 


368,294 
86,301 

$228,092 $454,595 
228,092 454,595 


$228,092 $454,595 


The Office of the Lieutenant Governor provides services as prescribed by Article VI of the Montana Constitution, by 


delegation of the Governor, and under 2-15-3, MCA. 


Funding 


The program is funded entirely by general fund. 


Present Law Adjustments 


General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


Grand Total All Present Law Adjustments 


State 
Special 


Executive Present Law Adjustments 
The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 


present law. 


Federal 
Special 


Funds 


General 


15,608 
(3,131) 
1,228 
4,037 


$17,742 


$17,742 


State 
Special 





Federal 
Special 


$19,331 


$19,331 


"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 


Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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Program Proposed Budget 


Base PE Base New Total Py Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE , 1.50 i ( 1.50 ! d 1.50 1.50 


Personal Services 67,522 68,687 68,925 137,612 
Operating Expenses 12,319 12,505 12,478 24,983 


Total Costs $79,841 $81,192 $81,403 $162,595 


General Fund 65,649 66,192 66,403 1323595 
Federal Special 14,192 15,000 15,000 30,000 





Total Funds $79,841 $81,192 $81,403 $162,595 


Program Description 

The Citizens' Advocate Office exists to provide access to state government for Montana citizens. The office provides 
information to citizens and functions as a referral service for public comments, suggestions, and requests for information. 
The Office provides a toll-free number to the public. 


Funding 
The office is funded by general fund and by federal special revenues of $30,000. The federal special revenue is 
reimbursement for services the office provides the Department of Public Health and Human Services. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 





Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


GOVERNORS OFFICE A-43 CITIZENS ADVOCATE OFFICE 


GOVERNORS OFFICE 20-MENTAL DIS BD VISITORS 


Program Proposed Budget 


Base PL Base New —-—_—CTootal PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


ERE 5.00 0.00 f 5.00 0.00 4 5.00 5.00 


Personal Services 182,994 19,460 202,454 20,494 203,488 405,942 
Operating Expenses 72,568 19,161 91,729 15527 88,095 179,824 


Total Costs $255,562 $38,621 $294,183 $36,021 $291,583 $585,766 
218,740 45,443 264,183 42,343 261,083 525,266 
7,358 (7,358) 0 (7,358) 0 0 
Federal Special 29,464 536 30,000 1,036 30,500 60,500 


Total Funds $255,562 $38,621 $294,183 $36,021 $291,583 $585,766 





Program Description 

The Mental Disabilities Board of Visitors reviews patient care in community mental health centers and facilities for the 
developmentally disabled, and provides legal services for in-patients. The five-member board is appointed by the 
Governor, and employs staff and contractors who represent patients and review facilities. The board is mandated by 2- 
15-211, MCA, with duties described in 53-20-104, MCA. The Mental Disabilities Board of Visitors Program was 
created by the Developmental Disabilities Act of 1975 and the Mental Commitment and Treatment Act of 1975; the 
board exists by state mandate. 


Funding 

The program is funded with general fund and federal special revenues. The federal special revenue is derived from 
Medicaid funding and is used to pay a portion of the personal services costs of the mental health ombudsman and support 
staff. 


Present Law Adjustments 


State Federal State 
General Special Special Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments $24,857 $26,257 


DP 1 - Replacement Computers 

0.00 3,764 3,764 ; (236) 
DP 2 - Board of Visitors Reviews 

0.00 10,000 10,000 y 10,000 


Total Other Present Law Adjustments 
0.00 $13,764 $13,764 ; $9,764 


Grand Total All Present Law Adjustments $38,621 $36,021 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP | - Replacement Computers - The Governor's Office has computers on a four-year replacement cycle. According to 
the replacement schedule, the Board of Visitors will purchase two computers in fiscal 2002 and one computer in fiscal 
2003. These purchases will result in a net present law adjustment of $3,764 in fiscal 2002 and -$236 in fiscal 2003. 
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| yee: All requests to replace existing computers are funded and time sequenced within current Information 
| Ree nvavi anny Services Division guidelines. 


DP 2 - Board of Visitors Reviews - The Board of Visitors is mandated to oversee the care of patients in Montana 
hospitals and clinics, a task that is ever-growing. This request adds general funding each year to provide consulting 
services, board member honorariums, mileage, lodging, meals, and air travel to accommodate the growing need for board 
services. 


LFD This request, if funded, would allow the Board of Visitors to visit three additional geographical areas, 
COMMENT which are home to eight additional facilities. These include: New Day, Yellowstone Boys and Girls 


Ranch, and one additional facility in the Billings area; two facilities in the Butte/Anaconda area; and 





























Alternative Youth Adventures, Intermountain Children's Home, and Shodair in the Helena/Boulder area. 
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Agency Description 
The Office of the Secretary of State conducts its daily operations through a single program: the Business and 
Government Services Program. The agency receives its entire funding from one enterprise fund and one internal service 


fund. 
Proprietary Rates 


Program Description 

The Office of the Secretary of State is established by Article VI, Section 1 of the Montana Constitution and its duties are 
set forth in 2-4-311 and 312, 2-6-203, and 2-15-401, MCA. The office files, maintains, stores, and distributes corporate 
documents, agricultural lien information, official records of the executive branch, and acts of the legislature. It publishes 
the Administrative Rules of Montana and the Montana Administrative Register. Additionally, the office administers the 
state agency records management function, as well as operates a central microfilm unit and the state records center. 
Because the Secretary of State is the chief election officer of the state, the office also interprets and applies election laws, 
with the exception of those pertaining to campaign finance. The Secretary of State also performs duties as a member of 
the Board of Examiners and the Board of Land Commissioners. 


The Office of the Secretary of State administers two proprietary funds. The first, an internal service fund, receives 
revenue from fees charged to state agencies for managing agency records, and for publishing and distributing both the 
Administrative Rules of Montana (ARM) and the Montana Administrative Register (MAR). The second fund, an 
enterprise fund, receives revenues from fees charged to businesses and corporations for such services as corporate 
filings, registration of assumed business names and trademarks, and subscriptions to the ARM. 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number Fund Name Agency Number Agency Name Program Name 
06556 Secretary of State Internal Service 3201 Secretary of State 


Fund Balance Information 
Estimated Estimated Estimated 
FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03 
Beginning Retained Earnings 5,198 11,820 (33,404) 102,473 88,573 (48,909) (95,241) (120,468) 
Increases 
Fee Revenue 458,040 454,495 454,560 497,402 480,184 394,875 418,500 407,350 
Investment Earnings - - - - - - - - 
Transfers In - - - - =90 - - - 
Miscellaneous, operating 29,554 30,958 27,383 28,109 45,867 42,500 42,500 42,500 
Miscellaneous, other - - - - - - - - 
Total Increases 487,594 485,453 481,943 525,511 526,051 437,375 461,000 449,850 


(Decreases) . 
Personal Services 262,465 343,044 270,041 331,725 380,129 258,059 240,412 241,793 
Operations 189,907 191,532 201,830 207,686 276,699 225,648 245,815 242,981 
Transfers Out - - = : = a = 2 
Miscellaneous, operating - - = 3 s 2 2 a 
Miscellaneous, other - - - ’ - = a 2 Z 
Total Decreases 452,372 534,576 471,871 539,411 656,828 483,707 486,227 484,774 


Adjustments to Beginning Retained 
Earnings (28,600) 3,899 125,805 : (6,705) - - = 
Ending Retained Earnings 11,820 (33,404) 102,473 88,573 (48,909) (95,241) (120,468) (155,392) 
Total Contributed Capital 219,615 219,615 6,129 6,129 6,129 6,129 106,129 106,129 
Total Fund Equity 231,435 186,211 108,602 94,702 (42,780) (89,112) (14,339) (49,263) 
Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 

personnel services, operations, and 

miscellaneous operating divided by 

6) 89,096 78,645 89,902 109,471 80,618 81,038 80,796 


Fee/Rate Information for Legislative Action: 


Estimated-------- 
Requested Rates for Internal.Service Various rates, that allow for continued support of the office, are requested and are currently published in ARMS or established b 
Funds the Secretary of State's Office. 
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Program Description - Secretary of State Internal Service (06556) 
The Secretary of State’s internal service fund supports the operation of the office records management functions as well 
as the publication and distribution of the ARM and the MAR. 


Revenues and Expenses 

The office estimates revenues totaling $1,348,225 for a period including the current year and the 2003 biennium. 
Expenditures for this three-year period are estimated to be $1,454,708. The "Report on Internal Service & Enterprise 
Funds, 2003 Biennium" for fund 06556 shows historical and projected revenues, expenses, retained earnings, and fund 
equity for the Secretary of State's internal service fund. 


Rate Explanation 

The Secretary of State's internal service fund supports the records management function; over 60 fees are charged to 
other state agencies. A variety of charges are established by the office, based on an annual review of the cost of 
microfilming and other factors. The fund supports roughly half of the administrative rules functions through fees 
charged to state agencies for publication and distribution of the Administrative Rules of Montana (ARM) and the 
Montana Administrative Register (MAR). The other half of the ARM functions provides ARM services to the public; 
these functions are funded with an enterprise fund, discussed separately. The Secretary of State, in consultation with the 
State Administration, Public Retirement Systems, and Veterans' Affairs Committee, sets fees for the ARM and MAR 
functions. State statute requires that fees charged by agencies receiving revenue from internal service funds be 
commensurate with costs. 


Table 1 shows the fees and charges the Secretary of State proposes for the 2003 biennium. 
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Table 1 


Secretary of State Proposed Internal Service Fees and Charges 


Product or Service 
1. Administrative Rules of Montana Fees 


VU 0 SSS AS SS a Sb Oh Ou Grea ae 


Administrative Rules of Montana 
Quarterly updates of ARM 


. Extra titles 

. Quarterly updates of extra titles 

. Montana Administrative Register 

. Agency filing fee for pages of register publication 
. Binders 

. Lapsed subscription fee ARM 


Lapsed subscription fee extra title 

Fax fee - 10 pages or less 

Fax fee - additional pages over 10 pages 
Research fee 

. Set cleanup fee 


. Missing page fee 

. Rule edit fee 

. Late filling fee (less than 2 hours) 

. Late filling fee (2 hours to 4 hours) 
. Late filling fee (more than 4 hours) 


2. Records Management Fees (based on 2-6-203, MCA) 


a. 


b. 


Cc. 


d. 


SECRETARY OF STATES OFFICE 


16MM Microfilm 
Less than 250,000 
Non-typical extreme weight & size 
8" x 11"; 8" x 14" paperwork 
8" x 11"; 8" x 14" computer printout 
Extreme size & weight variance 
Cards - fixed weight & color 
Cards - mixed weight & color 


35MM Microfilm 
L (per 12" x 12") aerial photos 
16" x 20" bound books 
24" x 34" newspapers 
24" x 34" bound newspapers 
48" x 48" blueprints/maps _ 


105MM Microfilm 
8" x 11" paperwork 
8" x 11"; 8" x 14" computer printout 
Cards (per 1000) 
Minimum filing charge 


Film Processing 
16mm, 100 foot roll 
16mm, 215 foot roll 
35mm, 100 foot roll 
16mm, 3M cartridges 


2001 
Biennium 


$350.00 
250.00 
50.00 
50.00 
300.00 
35.00 


30.00 
36.75 
25.00 
22.05 
27.50 
15.00 
25.00 


65.00 
60.00 
110.00 
130.00 
275.00 


65.00 
73.50 
73.50 
37.50 


3.45 
6.76 
6.05 
4.50 
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2003 
Biennium 


$350.00 
250.00 
50.00 
50.00 
300.00 
35.00 
5.00 
50.00 
10.00 
3.00 
0.25 
12.00 
12.00 
0.50 
15.00 
5.00 
10.00 
25.00 


per set 

per year 

per book - 

per year per title 
per subscription 
per page 

per binder 

per subscription 
per title 

first 10 pages 
per page 

per hour 

per hour 

per page up to cost of set 
per hour 

per occurrence 
per occurrence 
per occurrence 
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Table 1 (Continued) 


Secretary of State Proposed Internal Service Fees and Charges 
2001 2003 
Product or Service Biennium — Biennium 
e. Film Inspecting 

100 foot roll inspection 3.50 3.50. per roll 
215 foot roll inspection 4.98 4.98 per roll 

Film splicing | 0.75 0.75 

3M cartridge loading Lueed ot 2 


. Duplication 
16mm, 100 foot roll 6.48 6.48 per roll 
16mm, 215 foot roll 12.41 12.41 per roll 
35mm, 100 foot roll 8.77 8.77 per roll 
105mm, microfiche or jackets 0.15 0.15 
Reader/printer copies 0.50 0.50 
Photocopies/own labor 0.10 0.10 
Photocopies/our labor 0.50 0.50 
16mm, 100 foot roll 9.45 9.45 per roll 
35mm, 100 foot roll 13.85 13.85 per roll 


g. Jacket Loading 
16mm, 5 channel jacket 0.30 0.30 
Agency's own jacket 0.275 0.275 
35mm, | & 2 channel jacket 0.30 0.30 
Loading 16mm aperture card 0.25 0.25 
Jacket title 0.25 0.25 


Jacket notching 0.05 0.05 


h. Miscellaneous 
Fiche title 0.25 0.25 per title 
Indexing and document prep/hour 14.00 16.00 per hour 
Camera rental 95.00 75.00 per day 


i. Supplies 
NMI reader bulbs 10.75 10.00 per bulb 
16mm, 100 foot roll film 6.68 6.00 per roll 
16mm, 215 foot roll film 12.95 12.95 per roll 
35mm, 100 foot roll film 12 .o8 13.52 per roll 





j. Records Center Services 
Storage 0.19 0.19 per square foot per month 
Storage 0.295 0.295 per cubic foot per month 
Retrievals 1.00 1.00 per occurrence 
Emergency retrievals 5.00 5.00 per occurrence 
Large retrievals, delivery, interfiling 16.00 18.00 per occurrence 
Records disposal 16.00 18.00 per hour 
Shredding confidential records pave’ 21.95 per hour 


k. Records Center Boxes 
Records storage boxes: standard size A 1.34 1.34 per box 
Drawing & map storage boxes size C 1.34 1.34 per box 


1. Imaging Services 
Imaging 0.06 per image 
Indexing and document preparation 18.00 per hour 
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Operating revenues have increased by $38,457 from fiscal 1996 to fiscal 2000. During this same period, 
LFD 

operating expenses have increased by $204,456. The imbalance between operating revenues and operating 

expenses has resulted in a depletion in fund equity, from $231,435 in fiscal 1996 to a negative $42,780 in 
fiscal 2000. The office is projecting that this trend will continue, given that operating expenses are estimated at 
$106,483 more than operating revenues for the three-year period from fiscal 2001 through fiscal 2003. The “Report on 
Internal Service & Enterprise Funds, 2003 Biennium” for the internal service fund (fund number 06556) shows historical 
and projected revenues, expenses, retained earnings, and fund equity. A review of the fund financial affairs has revealed 
two problems: 1) revenues are not adequate to support present law expenditures; and 2) revenues from other service 
offerings subsidize functions that should be funded with the Secretary of State’s internal service fund. 













Fund Structure Stability 
If the imbalance between revenues and expenses comes to fruition, the fund equity will become increasingly more 
negative unless there is: 1) a decrease in expenses; 2) an increase in revenue; or 3) a combination of lower expenses and 
higher revenues. To support the operations of the records management and the ARM functions funded by the internal 
service fund, capital has been infused from the enterprise fund. (Subsidies by the enterprise fund are discussed below.) 







Options for Addressing the Fund Structure Stability Issue 










Approve Maximum Fees and Charges and Minimum Fund Equity 
The legislature may wish to take action to address the structural stability of the fund. Under current law, the primary 


avenue available for intervention is to approve rates for services funded by the internal service fund. To this end, the 
legislature may wish to: 







Direct the office to provide documentation, including assumptions of revenues and expenses, of the data used to 

develop the internal service rates. 

e Direct the office to propose a rate structure that would maintain a viable and self-supporting fund equity. 

e Establish and document in language contained in the general appropriations bill or, preferably, in substantive law a 
minimum fund equity balance for the internal service fund. This would force management of fund expenses at levels 
more closely reflecting fund revenues. 

e Approve rates that would provide the revenues necessary to maintain the fund at levels above the minimum balance 

determined for the fund. 















Fund ARM to Agencies and Records Management with General Fund or State Special Revenue 


An alternate approach is available to the legislature in terms of addressing internal service fund stability. Services 
currently funded by the internal service fund could be moved to an alternate funding source. By funding these services 
with an appropriation of general fund or state special revenue fund, the legislature could provide policy direction for 
expenditures made by the office. The costs for records management and the ARM functions provided to state agencies 
could be included in the state indirect cost recovery plan, Section 17-1-510, MCA. Expenditures of general fund could be 
allocated to agencies funded with federal funds through the Statewide Cost Allocation Plan (SWCAP), as well as to 
state-funded agencies through the State Fund Cost Allocation Plan (SFCAP). Alternatively, state special revenue costs 
could be allocated to agencies through fixed cost allocations. If funding for the portion of ARM currently funded by the 
internal service fund and for records management functions are shifted to the general fund or to a state special revenue 
fund, an appropriation at base year actual expenses would be roughly $650,000 per year. Based on budget adjustments 
provided by the office, appropriations of $484,139 for fiscal 2002 and $482,558 for fiscal 2003 would be needed to fund 
the portion of the program currently funded with the internal service fund. _ 
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LFD ISSUE Treat ARM Separately — Fund with State Special Revenue 


d ARM functions are provided to the public and to other government entities, and are funded with 
(Continued) ; C ; 
enterprise and internal service funds. According to Section 17-2-102, MCA, the enterprise fund type 
accounts for operations when goods and services are provided to the general public. Likewise, the internal service fund 
type accounts for operations when one department or agency provides goods and services to other state government 
departments or agencies or to other government entities. 







These definitions provide a natural conflict for the administration of the ARM functions. Because of this conflict, the 
operations of the ARM functions should be accounted for as one business function, held separately from other functions 
of the office. If this were done, accounting for the ARM functions with a state special revenue account would appear to 
be appropriate. Prior to fiscal 1994, state special revenue was used to account for the ARM functions. However, HB 
549 of the 1993 legislature changed the source of funding from state special revenue to proprietary funding. This change 
appears to have resulted in more accounting problems than anticipated. For example, financial compliance audits 
consistently find that fees and charges are not commensurate with costs, and therefore are not in compliance with Section 
17-8-101, MCA. The enterprise fund paid by non-government entities subsidizes the operations of the portion of the 
fund that services government entities. 
















General Fund Capital Contribution 
If the legislature does not wish to address the financial condition of the fund through rate increases, by establishing a 


minimum fund balance, or through alternate funding, it may wish to provide a one-time capital contribution. This 
contribution — perhaps from the general fund — could be added to raise the fund equity balance to a level that would 
generate less reliance on support from the enterprise fund. A discussion of enterprise fund support of the internal service 
fund follows. 










Enterprise Fund Subsidizing the Internal service fund 
As stated earlier, the revenues for services provided by the internal service fund are inadequate to cover the costs of the 
services provided. To meet expenses associated with the records management functions and publication and distribution 
of the ARM and the MAR, interest-free loans have been made and capital contributed by the enterprise fund to the 
internal service fund. When a loan is made between separate accounting entities, there is an expectation that the loan 
will be repaid: This expectation is not apparent from a review of the internal service fund financial statements. By 
definition, contributed capital implies no intention to repay. When capital is contributed from an enterprise fund, those 
paying the fees for the services supported by the enterprise fund subsidize the fees paid by those purchasing the services 
from the internal service fund. 














The legislature may wish to change substantive law to clarify the intent of the legislature relative to subsidizing the 
operations of any funds using revenues from another fund, unless certain conditions are met. The legislature could 
provide policy direction to identify the conditions under which a contribution could be provided. It could also forbid the 
practice, thereby forcing agencies to manage the financial affairs of their programs when providing goods or services 







Program Description: Secretary of State Enterprise Fund (06053) 

The Secretary of State’s enterprise fund is used to account for costs and revenues received from fees charged to 
businesses and corporations for corporate filings, registration of assumed business names and trademarks, and half of the 
operation of the ARM functions of the office. The enterprise fund is also used to account for costs associated with the 
Secretary of State’s duties as the chief election officer of the state and as a member of the Board of Examiners and the 
Board of Land Commissioners. 


Revenues and Expenditures 


The “Report on Internal Service & Enterprise Funds, 2003 Biennium” for fund 06053 shows historical and projected 
revenues, expenses, retained earnings, and fund equity for the Secretary of State’s enterprise fund. 
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SECRETARY OF STATES OFFICE 01-BUSINESS & GOVERNMENT SERVICES 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number Fund Name Agency. Number Agency Name Program Name 
06053 Secretary of State Business Services 3201 Secretary of State 


Fund Balance Information 
Estimated Estimated Estimated 


FY96 FY97 FY98 FY99 FY0O FY01 FY02 FY03 
Beginning Retained Earnings 338,038 416,089 753,945 1,056,379 956,043 930,368 561,215 598,333 
Increases 
Fee Revenue 1,742,615 1,824,747 1,975,218 2,014,400 2,270,142 1,992,468 2,584,000 2,580,000 
Investment Earnings - - - - 47,253 20,000 60,000 40,000 
Transfers In : : - - - : - *. - 
Miscellaneous, operating 46,228 3,633 2,964 25,502 5,094 2,815 4,000 4,000 


Miscellaneous, other 


Total increases 1,788,843 1,828,380 1,978,182 2,039,902 2,322,489 2,015,283 2,648,000 2,624,000 


(Decreases) 
Personal Services 938,114 903,728 1,001,344 1,097,045 1,116,944 1,285,136 1,241,491 1,248,981 
Operations 708,086 610,322 790,400 1,043,863 1,231,246 1,099,300 1,269,391 1,255,114 


Transfers Out 
Miscellaneous, operating 
Miscellaneous, other 


= - : - < < 100,000 100,000 
Total Decreases 1,646,200 1,514,050 1,791,744 2,140,908 2,348,190 2,384,436 2,610,882 2,604,095 


Adjustments to Beginning Retained 
Earnings ’ (64,592) 23,526 115,996 670 26 - - : 
Ending Retained Earnings 416,089 753,945 1,056,379 956,043 930,368 561,215 598,333 618,238 
Total Contributed Capital 175,825 175,825 - - . : = 5 
Total Fund Equity 591,914 929,770 1,056,379 956,043 930,368 561,215 598,333 618,238 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 6) 
274,367 252,342 298,624 356,818 391,365 397,406 418,480 417,349 


--------Estimated Authority 


Agency Charges (Information only, since 
this is an Enterprise Fund) Various rates are currently published in ARMS or established by the Secretary of State's Office, that allow for continued support of the office. 





Rate Explanation 
License fees for domestic and foreign corporations are set in Section 35-1-1207, MCA. The Secretary of State sets other 


fees, which are deposited in the enterprise fund. With the exception of the ARM-related fees, these fees are not approved 
by the legislature. ARM fees are approved by the legislature because they provide revenue to the internal service fund 


discussed above. 


LFD Fees Commensurate with Cost 


oes General Government Duties 
The Secretary of State’s enterprise fund is used to account for the costs associated with the duties of the Secretary of 
State as the chief election officer of the state, and as a member of the Board of Examiners and the Board of Land 
Commissioners. These duties do not directly support the domestic and foreign corporations for which the fee is paid, but 
are related to the general operation of state government. Thus, those paying fees into the enterprise fund are subsidizing 
duties from which they receive no direct benefit or commensurate service. 


The legislature may wish to use the general fund to finance the functions performed by the Secretary of State that are 
more pertinent to the general government duties of the position.. The general government duties of the position 
accounted for $55,382 of the Secretary of State’s office expenses during the base year. 


Subsidizing Other Funds 

Subsidizing the Secretary of State’s internal service fund with capital contributions and interest-free loans from the 
enterprise fund generates conflicts with the statutes requiring that costs be commensurate with services. The legislature 
could eliminate this practice by inserting language in substantive law that disallows such subsidies. If the legislature 
wanted to allow the practice under certain conditions, those conditions could be identified. 
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NP 1 - Purchase Computer Equipment and Software - This request would fund the acquisition of computer hardware and 
software including: 1) a file server; and 2) an Internet server. This request would also fund the purchase of software to 
manage public access to the Administrative Rules of Montana (ARM). 





Rate Impact 
This request is funded entirely with enterprise funds and would have no impact on the rates the legislature approves. 


that the equipment and software would be used to manage public access to ARM. In this case, the “public” 
also pertains to government entities served by the ARM functions of the office. Using enterprise funds to 
finance the purchase of equipment and software that would benefit the operations of both funds is another instance in 
which enterprise fund fees subsidize fees for the internal service fund. During the base year, 55 percent of ARM 


Funding for this request comes entirely from the Secretary of State’s enterprise fund. The office has stated 
ISSU 


expenses were funded with the internal service fund. This means that nearly half of this request should be funded with 
the internal service fund. The legislature may wish to request that the office justify funding this request entirely with the 
enterprise fund would not, in fact, mean providing a subsidy for the internal service fund portion of the ARM function. 
If it is determined that this request should be funded partially with the internal service fund, the legislature may request 
the office provide a schedule of rates for the internal service fund that factors in the impacts of this request. 





SECRETARY OF STATES OFFICE A-53 BUSINESS & GOVERNMENT SERVICES 


COMMISSIONER OF POLITICAL PRACTICES 


Program Proposed Budget 

Base PL Base New 
Budget Adjustment Proposals 
Fiscal 2000 Fiscal 2002 Fiscal 2002 


Total 
Exec. Budget 


Budget Item Fiscal 2002 


FIz 5.00 0.00 5.00 


149,492 
167,637 


29,050 
6,481 


178,542 
174,118 


Personal Services 
Operating Expenses 


Total Costs $317,129 $35,531 $352,660 


General Fund 317,129 35,531 352,660 


Total Funds $317,129 $35,531 $352,660 


Agency Description 


The Commissioner of Political Practices was created and is governed by Title 13, Chapter 37, MCA. 





01-ADMINISTRATION 


PL Base New 
Adjustment Proposals 
Fiscal 2003 Fiscal 2003 


Total 
Exec. Budget 
Fiscal 02-03 


Total 
Exec. Budget 
Fiscal 2003 


0.00 5.00 5.00 
30,256 


1,658 


179,748 
169,295 


358,290 
343,413 


$31,914 $349,043 $701,703 


31,914 349,043 701,703 


$31,914 $349,043 $701,703 


Additional 


responsibilities were defined by legislative initiative in 1980 requiring disclosure of acts by lobbyists and business 
interests of elected officials. The commissioner also has responsibility for ethical standards of conduct for legislators, 


public officers, and state employees pursuant to Title 2, Chapter 2, MCA. 


Biennium Budget Comparison 

Present 
Law 

Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2002 


New 
Proposals 
Fiscal 2002 


Present 
Law 
Fiscal 2002 


5.00 5.00 5.00 
Personal Services 


Operating Expenses 


178,542 
174,118 


178,542 
174,118 


179,748 
169,295 


Total Costs $352,660 $352,660 $349,043 


General Fund 352,660 352,660 349,043 


Total Funds $352,660 $352,660 $349,043 


Funding 


New 
Proposals 
Fiscal 2003 





Total 
Exec. Budget 
Fiscal 02-03 


Total 
Biennium 
Fiscal 00-01 


Total 
Exec. Budget 
Fiscal 2003 


5.00 0.00 5.00 
358,290 


343,413 


179,748 
169,295 


405,863 
279,227 


$349,043 $685,090 $701,703 


349,043 685,090 701,703 


$349,043 $685,090 $701,703 


The Commissioner of Political Practices is funded by the general fund. The Commissioner is required to charge nominal 
fees for printing and distribution, receive filing fees from lobbyists, and can levy civil fines for violation of campaign 
laws. These revenues are less than $5,000 annually and are deposited in the general fund. 


Present Law Adjustments 


Federal 
Special 


State 
Special 


General 
Fund 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


$35,531 


Grand Total All Present Law Adjustments $35,531 


Executive Present Law Adjustments 





Federal 
Special 


State 
Special 


General 
Fund 


$31,914 


$31,914 


The increased costs associated with the Commissioner of Political Practices are based on statewide adjustments to 


personal services and fixed costs. 
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STATE AUDITORS OFFICE SUMMARY 





Agency Proposed Budget 
Base PE Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 _ Fiscal 2003 Fiscal 2003 Fiscal 02-03 


ETE 67.00 1.50 k 68.50 1.50 : 68.50 68.50 


Personal Services 23517;99D 234,498 2,752,493 251,034 2,769,029 55210522 
Operating Expenses 694,976 188,819 883,795 103,044 798,020 1,681,815 


Equipment 0. 15,655 15,655 15,655 15,655 31,310 
Grants 0 0 . 0 0 0 0 


Total Costs $3,212,971 $438,972 $3,651,943 $369,733 $3,582,704 $7,234,647 


1,006,595 (649,650) 356,945 (650,937) 355,658 712,603 
2,206,376 1,088,622 3,294,998 1,020,670 3,227,046 6,522,044 


Total Funds $3,212,971 $438,972 $3,651,943 * $369,733 $3,582,704 $7,234,647 





Agency Description 

The Office of State Auditor exists under Article VI of the Montana Constitution. The auditor is the ex-officio 
Commissioner of Insurance and Securities. This position is responsible for licensing and regulating insurance companies 
and agents, and for registering and regulating securities dealers in the state. The auditor also adopts rules and administers 
insurance reform. 


Agency Discussion 

Funding Source Transition 

The budget proposed by the agency reflects a shift in funding for the Auditor's Office, away from use of the general fund 
and toward reliance on special revenues from Insurance and Securities Fees. In the base year (2000) the Auditor's Office 
relied on one dollar of general fund for every two dollars of special revenue. At the request of the Insurance and 
Securities commissions, rates were intentionally adjusted to reduce reliance on the general fund. This increased special 
revenue flow has resulted in a current ratio of 10 cents general fund for every dollar of special revenue. This revenue 
change is reflected across all Auditor's Office programs. 


Personal Services 

Personal services reflect an increased cost based on the proposed addition of a new 1.0 FTE Attorney and a .5 FTE 
Personnel Director. The attorney would split his/her time between the Insurance and the Securities programs. Specifics 
of this arrangement are described in the program narratives. 


Rental Costs 

Increased rental rates comprise 36 percent of the requested increase in agency operating expenses for fiscal 2002 and 
almost 70 percent in fiscal 2003. Rental costs increased as a result of the State Auditor's move from the Mitchell 
Building to the old Shodair Hospital. The Department of Administration orchestrated this move in order to promote 
single-agency use of the Mitchell Building. The State Auditor's Office had a choice between space in the Federal 
Building and space in the old Shodair Hospital. Square foot rental rates were negotiated by the Department of 
Administration; rates at both locations were almost twice the cost of space in the Mitchell Building. Rental cost increases 
across all Auditor's Office programs reflect this increase. 





STATE AUDITORS OFFICE | A-55 SUMMARY 


STATE AUDITORS OFFICE 


Biennium Budget Comparison 


Budget Item 


FTE 

Personal Services 
Operating Expenses 
Equipment 

Grants 


Total Costs 


General Fund 
State/Other Special 


Total Funds 


Present 
Law 
Fiscal 2002 


68.50 
2,752,493 
883,795 
15,655 

0 
$3,651,943 


356,945 
3,294,998 


$3,651,943 


New 
Proposals 
Fiscal 2002 


Supplemental Appropriation Description 
The Executive Budget includes requests for $66,099, $3,582 of general fund and $62,517 from state special revenues, to 
provide for termination costs resulting from the change in administration. This total includes funds for the State Auditor 
incumbent and all personal staff. This figure may change since all current personal staff may not terminate employment. 


STATE AUDITORS OFFICE 


Total 
Exec. Budget 
Fiscal 2002 


68.50 
2,752,493 
883,795 
15,655 

0 
$3,651,943 


356,945 
3,294,998 


$3,651,943 


A-56 


Present 
Law 
Fiscal 2003 


68.50 
2,769,029 
798,020 
15,655 

0 
$3,582,704 


355,658 
3,227,046 


$3,582,704 


New 
Proposals 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2003 


68.50 
2,769,029 
798,020 
15,655 

0 
$3,582,704 


355,658 
3,227,046 


$3,582,704 


Total 
Biennium 
Fiscal 00-01 


0.00 


Slit zio ue 
1,750,825 
339 

2,000,000 


$8,924,075 


3,434,473 
5,489,602 





$8,924,075 


SUMMARY 


Total 
Exec. Budget 
Fiscal 02-03 


68.50 
9,921,522 
1,681,815 
31,310 

0 
$7,234,647 


712,603 
6,522,044 


$7,234,647 


SUMMARY 


STATE AUDITORS OFFICE - 


Personal Services 
Operating Expenses 


Total Costs 


General Fund 
State/Other Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


9.50 


332,473 
91,019 


$423,492 


152,416 
271,076 


$423,492 


RL Base New 
Adjustment Proposals 
Fiscal 2002 Fiscal 2002 


0.50 


76,442 


0 
S957 0 


$112,399 $0 ~ 


(152,416) 0 
264,815 0 


$112,399 


Total 
Exec. Budget 
Fiscal 2002 


10.00 


408,915 
126,976 


~~ $535,891 


0 
535,891 


$535,891 


PL Base New 


Adjustment 
Fiscal 2003 


0.50 


78,921 
27,154 


$106,075 


(152,416) 
258,491 


$106,075 





01-CENTRAL MANAGEMENT 


Proposals 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2003 


10.00 


411,394 
118,173 


$529,567 


0 
529,567 


$529,567 


Total 
Exec. Budget 
Fiscal 02-03 


10.00 


820,309 
245,149 


$1,065,458 ; 


0 
1,065,458 


$1,065,458 








Program Description 

The Central Management Division Program provides administrative, personnel, budgeting, and accounting functions for 
the Auditor's Office. The division also supports the auditor in his/her capacity with the State Land Board and the Hail 
Insurance Board. 


Funding 
This program is funded from the Insurance Fee and the Securities Fee accounts, which draw their revenue from 
percentages charged on the sale of insurance and securities. 


Present Law Adjustments 


Federal 
Special 


State 
Special 


State 


General Special Special General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 
Total Statewide Present Law Adjustments $74,965 $70,997 
DP 1 - Rent Adjustment 
0.00 0 
DP 2 - Personnel Position 
0.50 0 


11,129 115129 11,596 11,596 


26,305 26,305 23,482 23,482 


Total Other Present Law Adjustments 


0.50 $0 $37,434 $37,434 $35,078 $35,078 


$112,399 $106,075 


Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1 - Rent Adjustment - The requested funding for rental adjustment is based on the lease agreement negotiated by the 
General Services Division of the Department of Administration. The annual rate will increase at two percent per year and 
is consistent with the annual rent rate paid by other state agencies. 


DP 2 - Personnel Position - This requested funding would allow the Auditor's Office to hire a .5 FTE Personnel Director. 
Currently personnel duties are shared between two full-time employees. The department contends that, even though both 
are qualified, the work involved in their position titles is not compatible with personnel duties. 
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STATE AUDITORS OFFICE 01-CENTRAL MANAGEMENT 






the Auditor's Office explore the possibility of combining their personnel function with another agency and 
splitting the costs for a 1.0 FTE. For example, the Historical Society has also requested a personnel director 
(.5 FTE) in their proposed 2003 biennial budget. Full-time positions are generally easier to fill, both in the short- and the 
long-term. A combined position would circumvent the need for multiple computers, office spaces, filing cabinets and 
support equipment. This could be funded as a test/pilot project for potential expansion to other smaller agencies 
experiencing the challenges inherent in staffing and funding a full FTE, but which still need the services of a personnel 
director. The challenges in establishing the work effort split, supervisory lines, and priority of effort would likely be 
worth the effort, as this solution would provide both agencies with a personnel director who was available full-time. This 
FTE could also provide consistency in training on an internal and an external basis, as well as in terms of professional | 
development planning, routine counseling program management, and many other personnel functions. 










There are 67 employees in the State Auditors Office. The legislature may wish to consider recommending that 
ISSUE 
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STATE AUDITORS OFFICE 


Program Proposed Budget 


Personal Services 
Operating Expenses 


Equipment 
Grants 


Total Costs 


General Fund 
¥State/Other Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


46.00 
1,804,457 
507,730 
0 
0 
$2,312,187 


512,384 
1,799,803 


$2,312,187 


PL Base New 


Adjustment 
Fiscal 2002 


102,364 
125,795 
15,655 

0 


$243,814 


(512,384) 
756,198 


Total 
Exec. Budget 
Fiscal 2002 


Proposals 
Fiscal 2002 


46.50 
1,906,821 
633,525 
15,655 
0 
$2,556,001 


0 
2,556,001 


$2,556,001 


PL Base New 


Adjustment 
Fiscal 2003 


0.50 
113,298 
55,006 
15,655 
0 
$183,959 


(512,384) 
696,343 


$183,959 


03-INSURANCE 


Total 
Exec. Budget 
Fiscal 2003 


Proposals 
Fiscal 2003 


46.50 
1912755 
562,736 
15,655 
0 
$2,496,146 


0 
2,496,146 


$2,496,146 


Total 
Exec. Budget 
Fiscal 02-03 


46.50 
3,824,576 
1,196,261 

31,310 
0 
$5,052,147 


0 
5,052,147 


$5,052,147 





$243,814 


Program Description 

The Insurance Division Program is charged with regulating the insurance industry in Montana. The Policyholder 
Services Bureau resolves insurance consumer inquiries involving coverage, agents, and companies. The Examinations 
Bureau monitors financial solvency of insurance companies, collects taxes and fees, and audits annual statements. The 
Rates and Forms Bureau reviews form and rate filings for compliance with the insurance code. The Licensing Bureau 
educates and licenses agents, agencies, and adjustors. The Investigations Bureau investigates and refers prosecution on 
alleged civil and criminal insurance code and rule violations. 


Funding 

This program is funded from the insurance fee account, which draws its revenue from a percentage charge against every 
insurance policy sold in the state, as well as from charges for insurance company examinations, and fees paid by 
individual agents. 


Present Law Adjustments 


Federal 
Special 


State 
Special 


Federal 
Special 


State 


Special Funds 


127,739 


General 


Personal Services 138,917 


Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


(53,309) 
oy 
(37,276) 





Total Statewide Present Law Adjustments $55,970 $49,671 
DP | - Rent Adjustment 

0.00 0 
DP 2 - Insurance/Securities Attorney 

0.50 0 
DP 3 - Records Retention 

0.00 0 
DP 4 - Examination Costs 

0.00 0 


38,906 38,906 41,709 


29,049 29,049 27,690 


12,655 12,655 12,655 


107,234 107,234 52,234 


Total Other Present Law Adjustments 
0.50 $0 


$134,288 $134,288 


$187,844 $187,844 


Grand Total All Present Law Adjustments $243,814 $183,959 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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STATE AUDITORS OFFICE 03-INSURANCE 


DP _1 - Rent Adjustment - The request for a rental adjustment is based on the lease agreement negotiated by General 
Services. The annual rate will increase at two percent per year and is consistent with the annual rent rate paid by other 
state agencies. 


DP 2 - Insurance/Securities Attorney - This funding, if approved, would provide a 1.00 FTE attorney at grade 17. This 
position would be allocated on a 50/SO basis to the Insurance and the Securities programs. This request is based on a 
general increase in workload rising from increased levels of Workers' Compensation litigation and more stringently- 
regulated privacy laws. 





that the individual filling this position would be expected to attain during the 2003 biennium. 





The legislature may wish to consider requesting that the Auditor's Office provide specific goals and objectives 
ISSUE 


DP 3 - Records Retention - The requested funding would begin replacement of 6 25-year-old lektriever carousal filing 
systems, which have been used to store records. This request would replace one lektriever per year during the next 
biennium. 


DP 4 - Examination Costs - This decision package would restrict insurance examination fee levels in both years of the 
biennium. This is state special revenue, and a restricted appropriation. 


LFD This decision package will balance the projected examination schedule for the Auditor's Office with the 
COMMENT (a of paying for the contractors who will be needed to provide the exams. The number of required 


insurance examinations can be projected on an annual basis, as based on the anticipated number of new 


agents and the number of existing agents due for examination on the four-year rotational schedule. This requested 
appropriation level is aligned with the Auditor's pre-determined schedule. 





Language Recommendations 
The following language is recommended in HB 2 by the executive: 

e "The State Auditor's Office is appropriated in the 2003 biennium any reverted appropriation from the $2,000,000 
biennial 2001 appropriation available to the Montana Comprehensive Health Association. The appropriation is to 
be provided to the association only if the amount of the annual assessment collected by the association is 
insufficient to meet incurred or estimated claims expenses resulting from the association plan, the Association 
Portability Plan and association operating and administrative expenses. The appropriation may not be included in 
the base budget or in the present law budget for the 2005 budget." 
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Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


PoE 11.50 0.50 i ‘ 0.50 ( 12.00 12.00 


Personal Services 381,065 55,692 436,757 58,815 439,880 876,637 
Operating Expenses 96,227 27,067 123,294 20,884 7d 240,405 


Total Costs $477,292 $82,759 : ~ $560,051 $79,699 $556,991 $1,117,042 


General Fund 341,795 15,150 356,945 13,863 355,658 712,603 
State/Other Special 135,497 67,609 203,106 65,836 201,333 404,439 





Total Funds $477,292 $82,759 $560,051 $79,699 $556,991 $1,117,042 


Program Description 

The Securities Division Program administers and enforces the Securities Act of Montana, which includes the 
responsibility for registering securities dealers. This program is responsible for investigating unregistered and/or 
fraudulent securities transactions, including sole jurisdiction of investment firms with less than $25 million in assets. 
This program also refers alleged violators for prosecution | 


Funding 
-This program is funded through the general fund and the Securities Fee Account, which derives it revenue from 
Securities Portfolio Registration Fees. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 

Vacancy Savings (11,340) 
Inflation/Deflation (226) 
Fixed Costs (4,243) 


Total Statewide Present Law Adjustments $23,624 $21,300 


DP 1 - Rent Adjustment 

0.00 13,288 4,798 18,086 X 13,746 4,963 18,709 
DP 2 - Insurance/Securities Attorney 

0.50 0 29,049 29,049 : 0 27,690 27,690 
DP 3 - Examination Costs 

0.00 0 12,000 12,000 : 0 12,000 12,000 


Total Other Present Law Adjustments 
0.50 $13,288 $45,847 $59,135 : $13,746 $44,653 $58,399 





Grand Total All Present Law Adjustments $82,759 $79,699 


Executive Present Law Adjustments 

The "Present. Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1 - Rent Adjustment - This funding, if provided, would cover rental costs based on the lease agreement negotiated by 


General Services. The annual rate will increase at two percent per year, an amount consistent with the annual rent rate 
paid by other state agencies. 
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STATE AUDITORS OFFICE 04-SECURITIES 


DP 2 - Insurance/Securities Attorney - This funding, if provided, would fund a 1.00 FTE attorney grade 17. This position 
would be allocated on a 50/50 basis to the Insurance and the Securities programs. This request is based on a general 
increase in workload rising from increased levels of Workers' Compensation litigation and more stringently-regulated 
privacy laws. 





that the individual filling this position would be expected to attain during the 2003 biennium. 


The legislature may wish to consider requesting that the Auditor's Office provide specific goals and objectives 
ISSUE 





DP_3 - Examination Costs - This requested funding would add a $12,000 restricted appropriation for securities 
examinations. This request would be funded by state special revenues; funds would be used only if examinations are 
necessary. 
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Agency Proposed Budget 
Base 
Budget 


Budget Item Fiscal 2000 


FTE 2,116.66 
80,918,034 
321,866,888 
1,308,305 
12;319;921 
250,000 
6,253,311 
15,143 
6,445 


Personal Services 
Operating Expenses 
Equipment 

Capital Outlay 


Local Assistance 


$422,938,047 


250,000 
179,411,483 
243,276,564 


Total Funds $422,938,047 


nie Base New 


Adjustment 
Fiscal 2002 


62.14 


10,852,406 
39,075,699 
313,437 

0 

0 
1,680,403 
0 

1,346 


$51,923,291 
0 
22,403,401 
29,519,890 


$51,923,291 


Proposals 
Fiscal 2002 


48.00 
1,680,608 


2,540,477 
AON 22 


$4,300,207 
0 
(26,329,106) 
30,629,313 


$4,300,207 


Total 
Exec. Budget 
Fiscal 2002 


2,226.80 


93,451,048 
363,483,064 
1,700,864 
12,319,921 
250,000 
7,933,714 
15,143 
Leis 


$479,161,545 
250,000 
175,485,778 
303,425,767 


$479,161,545 


PL Base New 


Adjustment 
Fiscal 2003 


65.80 


11,374,333 
47,828,045 
(35,063) 

0 

0 
1,090,294 
0 

1,346 


$60,258,955 
0 
22,989,364 
37,269,591 


$60,258,955 


Proposals 
Fiscal 2003 


49.25 
1,738,517 


1,819,803 
23,896 


$3,582,216 
0 
(25,532,793) 
29,115,009 


$3,582,216 


Total 
Exec. Budget 
Fiscal 2003 


Deeley 


94,030,884 
371,514,736 
1,297,138 
12,319,921 
250,000 
7,343,605 
15,143 
7,791 


$486,779,218 
250,000 


176,868,054 
309,661,164 





$486,779,218 


Total 
Exec. Budget 
Fiscal 02-03 


PZ 3s | 


187,481,932 
734,997,800 
2,998,002 
24,639,842 
500,000 
[S21 729 19) 
30,286 
15,582 


$965,940,763 
500,000 
352,353,832 
613,086,931 


$965,940,763 


Agency Description 
The Department of Transportation (MDT) is responsible for serving the public by establishing and maintaining a 
transportation system that emphasizes safety, environmental preservation, cost-effectiveness, and quality. 


Reorganization 

During the base year, the department reorganized various safety functions that had been disbursed throughout the 
department into one combined safety bureau. The Traffic Safety Bureau, including 7.5 FTE and the associated budget, 
was moved from the Transportation Planning Program to the Construction Program. In addition, other sections in the 
Construction Program that had dealt with the safety function were combined under one bureau. The Safety Management, 
Traffic Engineering, and Railroad sections in combination with the Traffic Safety Bureau, now make up the Construction 
Safety Bureau. 


Agency Discussion 
Agency Funding 


Sources of Revenue ; 

The department is primarily funded from a combination of state special revenue and federal special revenue funds. State 
special revenue funds can be grouped into two general categories: those that are constitutionally-protected and those that 
are not. The Constitution of the State of Montana states that revenues from gross vehicle weight fees and excise and 
license taxes on gasoline, fuel, and other energy sources that are used to propel vehicles on public highways are to be 
used solely for paying obligations incurred for construction, reconstruction, repair, operation, and maintenance of public 
highways, streets, roads, and bridges and for enforcement of highway safety, driver education, tourist promotion, and 
administrative collection costs. Constitutionally protected revenues comprise roughly 93 percent of MDT total state 
special revenues. The remaining 7 percent of state special revenues are derived from special use permits and motor fuel 
penalties and interest payments. Federal aid for highway construction is primarily realized from the distribution of 
revenue derived from the federally-imposed excise tax on motor fuels. Montana has historically received significantly 
more federal-aid highway construction funds than are collected in federal motor fuels excise taxes from Montana 
sources. 
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Transportation Equity Act for the 21st Century 

The department receives federal-aid construction funding from the Federal Highway Administration (FHWA). The 
federal legislation that authorizes this funding is the Transportation Equity Act for the 21st Century (TEA-21). Montana 
receives, on average, roughly $260 million per year in federal apportionment for highway construction and related 
activities. TEA-21 is a 6-year authorization act and is scheduled to expire at the end of federal fiscal 2003. As such, 
TEA-21 expires in the first quarter of state fiscal 2004. The expiration of TEA-21, therefore, should have no impact on 
the department budget request for the 2003 biennium. 


Sliding Scale Match 

Montana receives federal highway construction funds based on a sliding scale match formula that includes factors for the 
amount of federal land in the state and the amount of financial contribution the state makes to maintain the federal-aid 
highway system with state dollars. Montana's current match ratio is 87 percent federal to 13 percent state for 
reimbursable federal-aid projects. In order to maintain this favorable match, Montana must fully fund a certain level of 
construction activity with state funds. The department estimates that roughly $10 million is the annual level of 100 
percent state construction funds needed to maintain the current match ratio. 


In order to utilize all of the federal funds apportioned to the state, state funds must be available to provide: 1) planning 
functions required in TEA-21; 2) maintenance of the federal-aid highway system to FHWA standards; 3) adequate 
management and oversight of federal-aid construction projects; 4) a minimum construction program supported by 100 
percent state funds ($10 million annually); 5) matching funds for federal-aid construction funds; and 6) adequate 
working capital to pay operating expenses with 100 percent state funds until federal reimbursement is provided. In the 
past, the department has stated that it needs a minimum working capital balance of $10 million to pay operating 
expenses. 


Highways State Special Revenue Account Financial Condition 


Working Capital Projections 
An analysis of the highways state special revenue account projects that present law expenditures would reduce the 
working capital balance of the account to a low of nearly $1.4 million at the end of fiscal 2002, but the balance would 
increase to just over $7 million by the end of the 2003 biennium. These estimates assume that the legislature approves 
present law budget requests for MDT and the Department of Justice (DOJ). These estimates further assume approval of 
capital project requests for: 1) the Department of Fish, Wildlife and Parks for state ee road maintenance; and 2) MDT 
for maintenance and repair of department buildings. 


If, in addition to the present law expenditures, the legislature approves an MDT capital project request for statewide 
equipment buildings, MDT and DOJ new proposals, 4 percent annual pay plan increases, and phased-in state benefit 
contributions of $71 per employee per month, the working capital balance is projected to go negative in fiscal 2002 and 
stay negative throughout the 2003 biennium. The account is projected to end the 2003 biennium with a nearly $1 million 
negative working capital balance. 


Assumptions 
Expenditures used in the analysis are: 
e appropriations for fiscal 2001; 
e Executive Budget for the 2003 biennium; and 
e 2003 estimates inflated by 3 percent annually for the 2005 biennium, except for the pay plan, capital projects, and 
where a specified distribution is included in law. 
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Revenues used in the analysis are: 

e revenue estimates adopted by the Revenue and Taxation Committee for gross vehicle weight (GVW) fees, 
gasoline taxes, and diesel taxes for fiscal 2001 and the 2003 biennia; 

e fiscal 2003 estimates adopted by the Revenue and Taxation Committee for gross vehicle weight (GVW) fees, 
gasoline taxes, and diesel taxes inflated annually for the 2005 biennium by the same annual inflation factor 
included in the adopted estimates; and 

fiscal 2000 actual revenues without any inflation for the remaining 2.4 percent of account revenues. 


Highways State Special Revenue Account Stability 
Table 1 illustrates the analysis of the account and shows projections of revenues, expenditures, and working capital. 
Table 1 shows that the balance between revenues and expenditures is quite volatile for the 2003 biennium: __ 

e Expenditures are projected to exceed revenues during fiscal years 2001 and 2002, for both present law and 
present law with capital projects, new proposals, pay plan increases, and increases to the state benefit 
contribution. 

e For present law, the account is projected to recover from a projected negative financial position during fiscal 
2003, when all prior bond issues are completely retired and expenditures decrease accordingly. 

e For present law with capital projects, new proposals, pay plan increases, and increases to the state benefit 
contribution, the account is projected to remain in a negative financial position through fiscal 2005 and beyond. 

e For present law, the account working capital balance is again expected to degrade beginning in fiscal 2005. 





DEPARTMENT OF TRANSPORTATION A-65 SUMMARY 





DEPARTMENT OF TRANSPORTATION SUMMARY 


Table 1 
Working Capital Analysis - Highways State Special Revenue Account 


Fiscal Years 2000 - 2005 
Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2003 Fiscal 2004 Fiscal 2005 
Actual Approp. Estimate Estimate Estimate Estimate 
PRESENT LAW oo ee = 
Beginning Working Capital Balance $ 48,974,472 $ 23,542,223 $ 6,358,530 $ 1,365,724 $ 7,034,247 $ 14,484,836 
Revenues 
Gasoline tax 124,679,120 126,129,000 127,592,000 129,076,000 130,577,154 132,095,766 
Diesel tax ‘ 54,259,213 55,886,990 57,563,599 59,290,507 61,069,222 62,901,299 
G.V.W. 33,934,696 32,366,000 29,515,000 29,668,000 29,821,680 29,976,157 
Other revenue 5,174,406 5,174,406 5,174,406 5,174,406 5,174,406 5,174,406 
Interest 394,740 728,405 
Total Revenues 218,047,435 219,556,396 219,845,005 223,208,913 227,037,203 230,876,033 
Expenditures 
Department of Transportation (MDT) Expenditures 
General Operations Program 14,010,603 14,530,794 16,784,246 16,456,425 16,950,118 17,458,621 
Tribal refunds - SA 24,435 28,036 25,073 25,152 25,907 26,684 
Construction Program (Note 1) 90,891,133 73,987,100 71,071,671 73,816,996 76,031,506 78,312,451 
Maintenance Program 69,930,872 79,608,356 78,970,352 79,369,434 81,750,517 84,203,033 
Motor Carrier Services Program 4,823,500 5,002,278 5,019,923 5,043,982 5,195,301 5,351,161 
Transportation Planning Program 1,560,620 1,576,013 2,009,943 1,740,083 1,792,285 1,846,054 
Debt service/ bond principle and interest 13,536,080 13,935,352 13,936,852 


Total MDT Expenditures 194,777,243 188,667,929 187,818,060 180,250,623 181,745,634 187,198,003 


County gasoline tax distribution - SA 10,389,000 10,389,000 10,389,000 10,389,000 10,389,000 10,389,000 
City gasoline tax distribution - SA 6,323,000 6,323,000 6,323,000 6,323,000 6,323,000 6,323,000 
Local technical assistance - SA 54,000 54,000 54,000 


Total Local Distribution 16,766,000 16,766,000 16,766,000 16,766,000 16,766,000 16,766,000 


Department of Justice (DOJ) 16,494,329 17,252,851 18,103,751 18,373,767 18,924,980 19,492,729 
HB 5 Long-Range Building Program (maintenance and 

repair of MDT buildings) 1,897,948 2,509,907 1,400,000 1,400,000 1,400,000 1,400,000 
HB 5 Long-Range Building Program (Dept. of Fish, 

Wildlife & Parks) 502,091 1,656,504 750,000 750,000 750,000 750,000 
Transfers and other uses of funds 5,482,201 9,886,898 


Total Expenditures 235,919,812 236,740,089 224,837,811 217,540,390 219,586,614 225,606,733 


Adjustments for prior year activity (7,559,872) 

Ending Working Capital Balance 23,542,223 6,358,530 1,365,724 7,034,247 14,484,836 19,754,136 
Current Year Variance - present law only (Revenues less 

Expenditures) (17,872,377) (17,183,693) (4,992,806) 5,668,523 7,450,589 5,269,300 


CAPITAL PROJECTS, NEW PROPOSALS, AND PAY PLAN 

Beginning Working Capital Balance $ 48,974,472 23,542,223 6,358,530 (2,480,339) (3,713,031) (4,115,199) 

Revenues 218,047,435 219,556,396 219,755,672 223,208,913 226,642,462 230,147,628 

HB 5 Long-Range Building Program (MDT equipment 

buildings statewide) 1,350,000 1,350,000 1,350,000 1,350,000 

MDT new proposals (Note 1) (64,191) (556,802) 

MDT estimated 4% pay plan and benefits 2,048,678 5,065,120 5,065,120 5,065,120 

DOJ estimated 4% pay plan and benefits 1,042,897 1,042,897 1,042,897 
Total Expenditures 235,919,812 236,740,089 228,594,541 224,441,605. 227,044,631 233,064,750 

Ending Working Capital Balance $ 23,542,223 $ 6,358,530 $ (2,480,339) $ (3,713,031) $ (4,115,199) $ (7,032,321) 


Current Year Variance - (Revenues less Expenditures) $ (17,872,377) $ (17,183,693) $ (8,838,869) $ (1,232,692) $ (402,169) $ (2,917,122) 


Note 1: A funding adjustment request that is identified in the agency budget request as a new proposal (DP 11) is included here as present law because the services provided are not changing from that level 
needed under present law to maintain operations and services at the level authorized by the previous legislature. The primary factors behind the budget request for a funding change are an accounting policy 
change and the mix of projects included in the Tentative Construction Plan. In the past, the Tentative Construction Plan has been used as the basis for funding and the mix of projects within the plan is driving 
the funding change. 





The growth of expenditures has exceeded and is expected to continue to exceed the growth of revenues. Without some 
type of intervention to bring the revenue and expenditure growth in line with one another, the account is projected to 
return to a financial condition with expenditures that are greater than revenues. Given this scenario, working capital 
reserves would be further depleted each year thereafter. 


Assumption of Maintenance of Paved Secondary Roads 

The 1999 legislature transferred the responsibility for maintaining paved secondary roads from the counties to the 
Department of Transportation when it passed SB 333. SB 333 allowed the department to phase in the maintenance 
responsibilities, but requires the department to complete assumption by January 1, 2001. The 1999 legislature 
appropriated funds to the department for 25 percent of the FTE in fiscal 2000 and 75 percent of total FTE in fiscal 2001. 
The department was directed to evaluate the program and include a request for remaining resource needs to the 2001 
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legislature. Impacts associated with the assumption of secondary road maintenance are included in the budget requests 
for the General Operations and the Maintenance programs. Table 2 summarizes the budget requests associated with the 
assumption of maintenance for paved secondary roads. In addition to the direct budget impacts, the highways state 
special revenue account has contributed capital of roughly $13.1 million to the Equipment Program during the 2001 
biennium due primarily to the assumption of maintenance of paved secondary roads. Capital contributions were used by 
the Equipment Program to purchase the equipment to support maintenance activities. 





Table 2 
Montana Department of Transportation 


Assumption of Maintenance for Paved Secondary Roads 
Decision Fiscal 2002 Fiscal 2003 


Budget Item Program Package FTE Amount FTE Amount 


Base (fiscal 2000) expenditures Maintenance 36.50 $ 2,980,616 36.50 $ 2,980,616 
Statewide base adjustments (estimated) Maintenance 73.00 2,760,000 73.00 2,770,000 
Contracts Officer General Operations NP 8 1.00 39,693 i 36,318 
Secondary Roads Implementation Maintenance Peel 36.35, 7,577,240 36.35 7,708,825 


Total Secondary Roads 146.85 $ 13,357,549 : $ 13,495,759 





Agency Narrative 

The Executive Budget request for the 2003 biennium increases by nearly 11 percent from the 2001 biennium. Federal 
special revenue increases by just over 12 percent and state special revenue increases by 8 percent. The major sources for 
the increase are: 1) adjustments in the Construction and Transportation Planning programs that would increase funding 
by nearly $29.7 million because of an accounting policy change made by the department during the base year; 2) an 
increase of just over $37.2 million for increased contractor payments associated with the higher level of construction 
activity resulting from TEA-21 funding increases; 3) more than $15.3 million in increases resulting from the assumption 
of responsibility for maintenance of paved secondary roads; and 4) increases of $1.4 million in transportation planning 
and local transportation assistance directly related to allocations of the TEA-21 funding increases. 


Table 3 The Executive Budget would add 115 FTE, for an 

Funding and Staff Growth (in Millions) increase of 5.4 percent, during the 2003 biennium. 

Fiscal) a Fiscal Fiscal Change During this same period, total agency funding would 

Component 1998 2000 2003 __(1998- 2003) | increase by $63.8 million, or roughly 15.1 percent. 

State special revenue $ 1489 $ 179.4 $ 1769 18.8% | Table 3 illustrates the change in funding and staff that 

ee te ae uae ee oe a would occur from fiscal 1998 to the end of the 2003 

ae aes ae oe biennium. Table 3 also shows that federal funding would 

increase significantly more than the state match. Federal 

funds would increase by $133.3 million, or 75.6 percent, 

as compared to state funds, which grow by $28.0 million, 
or 18.8 percent for the same period. 


Total Funds De 325 OMe 22.9 486.8 49.5% 
Funding growth - amount 97.4 63.8 
Funding growth - percent 29.9% 15.1% 





FILE LSAT S211 G66 5 223i 571 
FTE growth - amount 297.2 115.1 
FTE growth - percent 16.3% 5.4% 
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Reports Required by the 1999 Legislature 

The 1999 legislature required that the department present certain reports to the 2001 General Government and 
Transportation Joint Appropriations Subcommittee. These reports were to provide information related to budget requests 
approved by the1999 legislature. The reports were required so the 2001 legislature would have outcome information for 
certain activities the 1999 legislature funded, but which the legislature questioned the benefits the activities would 
provide to the department. Table 4 summarizes the reports the legislature required the department to provide. 


Table 4 
Department of Transportation 
Report for the 2001 Legislature 


2001 Biennium 


Program Report Content ; Budget Reference 


General who attended training provided by the American Association of State Highway present law DP 6 - AASHTO 
Operations (01) Transportation Officers (AASHTO) and how did the agency benefit for attendance by each Training 

individual 
General investigations and results associated with expenditures from the appropriations for new proposal DP 16 - 
Operations (01) contracted services with the Department of Justice Investigative Services 


General increased fuel tax revenues directly resulting from the auditing function of the additional 1.0] new proposal DP 33 - Motor 
Operations (01) FIE Fuel Tax Auditors 


Construction details of the safety management development system that identifies the activities of the new proposal DP 5 - Safety 
Program (02) system and benefits gained from the system Management Development 
System 


Construction the goals and attainments of the goals of the microfilm conversion contract new proposal DP 10 - Microfilm 
Program (02) Conversion Contract 


Maintenance the status and accomplishments of the road reporters and remote weather information sites present law DP 2 - Road 
Program (03) and any improved productivity resulting from the use of the new technology Reporting/Traveler Services 


Motor Carrier the use of the Internet for permits, the satisfaction of users on the training, and the growth of | new proposal DP 37 - Internet 
Services (22) credit card fees Permit Program 





Common Budget Adjustments 
The executive has included two present law adjustments that are repeated in all program budget requests of the 
department: 
1) Overtime and Differential - Overtime and differential pay are removed from the base and must be specifically 
justified and approved by the legislature; and 
2) Equipment Rental - The Equipment Program owns and maintains most of the mobile equipment used by other 
programs of the department. The Equipment Program is funded with an internal service fund and receives 
revenues from equipment rental fees paid by other programs. The "Equipment Rental" requests adjust the 
various user programs' budgets to reflect full funding of the Equipment Program for the 2003 biennium. The 
allocations of the Equipment Program costs are based on historical usage of equipment by the various programs. 
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Biennium Budget Comparison 
Present New Total Present New Total Total Total 
Law Proposals Exec. Budget Law Proposals Exec. Budget Biennium Exec. Budget 
et Item Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 00-01 Fiscal 02-03 


2,178.80 48.00 2,226.80 2,182.46 49.25 23 laid 0.00 DPE NCAA| 


Personal Services 91,770,440 1,680,608 93,451,048 92,292,367 1,738,517 94,030,884 166,178,797 187,481,932 
Operating Expenses 360,942,587 2,540,477 363,483,064 369,694,933 1,819,803 371,514,736 666,501,850 734,997,800 
i 1,621,742 WI A22 1,700,864 1,273,242 23,896 1,297,138 2,974,052 2,998,002 
12,319,921 12319102 lee 3 19°97 125319921 23,317,033 24,639,842 
250,000 250,000 250,000 250,000 500,000 500,000 
7,933,714 7,933,714 7,343,605 7,343,605 13,548,924 15,277,319 
15,143 15,143 15,143 15,143 50,143 30,286 
Debt Service 7,791 T7191 Tai aetOd 26,351 15,582 


Total Costs $474,861,338 $4,300,207 $479,161,545 $483,197,002 $3,582,216 $486,779,218 $873,097,150 $965,940,763 
250,000 0 250,000 250,000 0 250,000 500,000 500,000 


201,814,884 (26,329,106) 175,485,778 202,400,847 = (25,532,793) 176,868,054 326,362,630 352,353,832 
Federal Special 272,796,454 30,629,313 303,425,767 280,546,155 29,115,009 309,661,164 546,234,520 613,086,931 





Total Funds $474,861,338 $4,300,207 $479,161,545 $483,197,002 $3,582,216 $486,779,218 —$873,097,150 $965,940,763 


New Proposals 
The table below summarizes all new proposals requested by the executive. Descriptions and LFD discussion of each 


_ new proposal are included in the individual program narratives. 
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New Proposals 


State 
Special 


General 


Program Fund 


DP 1 - IT Personnel Support 
01 4.00 0 
DP | - Engineering Oversight Bureau 
02 8.00 2 0 344,194 
DP 1 - Two-way Radio Communications Equipment 
03 0.00 0 187,282 
DP 1 - IRP Clearinghouse Dues 
22 0.00 0 
DP 1 - Performance Programming Implementation 
50 0.00 
DP 2 - FTMA Crossmatch/Compliance Program 
01 2.00 0 
DP 2 - Increase Preliminary Survey 
02 10.00 0 
DP 2 - Funding Adjustments 
03 0.00 0 
DP 2 - Laptop Computers for the MOVE Progr 
22 0.00 0 
DP 2 - Planning Processes/Requirements 
50 0.00 0 
DP 3 - Fuel Tax Recovery Program 
01 1.00 0 
DP 3 - Radio Replacement Bozeman and Butte 
03 0.00 0 167,700 
DP 3 - Statewide Truck Activity Reporting System (STARS) 
50 3.00 0 1735212 
DP 4 - Right/Way FTE 
02 6.00 0 
DP 4 - TranPlan 21 Public Involvement Survey 
50 0.00 0 0 
DP 5 - Governmental Electronic Commerce 
01 1.00 0 
DP 5 - Traffic Engineer FTE 
02 4.00 0 
DP 5 - Weed Coordination FTE 
03 1.00 0 
DP 5 - City Park Rest Area Program 
50 0.00 0 
DP 6 - DBE Position 
01 1.00 0 
DP 6 - Funding Adjustments 
50 0.00 0 
DP 7 - GASB 34 Implementation 
01 1.00 0 
DP 7 - Computer Software for Safety Management 
02 0.00 0 
DP 8 - Contracts Officer 
01 1.00 0 
DP 8 - Legal Services FTE 
02 1.00 0 
DP 8 - Highway Lighting Agreement 
03 0.00 0 
DP 9 - Pavement Analysis/Research Software 
02 1.00 0 
DP 10 - Investigative Services 
01 0.00 0 
DP 10 - Materials Bureau FTE 
02 3.00 0 
DP 11 - Funding Adjustments 
02 0.00 0 


191,028 


13,000 
12,000 
69,041 
217,666 
(2,862,116) 
6,200 
24,000 


54,617 


112,405 


286,193 
78,811 
28,401 
200,000 
30,770 
(70,100) 
236,193 
125,370 
39,693 
20,212 
111,600 
48,150 
62,500 
22 NOT 


Total 48.00 
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(26,259,325) 


($26,329,106) 


Federal 
Special 


0 


2035229 


0 


0 


0 
215,998 
2,862,116 
0 
96,000 
0 

0 
573,068 
107,941 
0 

0 
69,525 
0 

0 


0 


0 
24,630 


0 


0 
2,290 
0 


88,788 


26,259,325 


$30,629,313 





General 
Fund 


191,028 
547,423 
187,282 
13,000 
60,000 
69,041 
433,664 
0 

6,200 
120,000 
54,617 
167,700 
746,280 
220,346 
0 
286,193 
148,336 
28,401 
200,000 
30,770 
0 
236,193 
150,000 
39,693 
28,515 
111,600 
50,440 
62,500 
110,985 
0 


$4,300,207 


A-70 


State 
Special 


191,709 
309,173 
100,400 
13,000 
12,000 
62,257 
225/19 
(2,862,116) 
0 
24,000 
87,542 
167,700 
115,323 
133,893 
3,400 
236,318 
79,442 
28,498 
0 
30,873 


(69,114) 


- 236,318 


0 
36,318 
17,896 
129,456 
48,322 
62,500 
22,269 


(24,969,749) 


SUMMARY 


Federal 
Special 


0 
166,825 
0 


0 


0 
215,673 
2,862,116 


0 


0 

0 
381,544 
1233921 
13,600 


a 


0 
0 
0 
69,114 
0 
0 


0 


0 
2,219 
0 
89,078 


24,969,749 


($25,532,793) $29,115,009 


91 ,709 
475,998 
100,400 
13,000 
60,000 
62,257 
435,252 
0 

0 
120,000 
87,542 
167,700 
496,867 
257,814 
17,000 
236,318 
148,852 
28,498 
0 
30,873 
0 
236,318 
0 
36,318 
25,596 
129,456 
50,601 
62,500 
111,347 


0 





$3,582,216 


SUMMARY 














DEPARTMENT OF TRANSPORTATION SUMMARY 


Language Recommendations 
The following language is recommended for HB 2: 


"The department may adjust appropriations in the construction, maintenance, and transportation planning programs 
between state special and federal special revenue fund types if the total state special revenue authority for these 
programs is not increased by more than 10 percent of the total appropriations established by the legislature for each 
program. All transfers between fund types must be fully explained and justified by budget documents submitted to 
the office of budget and program planning, and all fund transfers of more than $1 million in any 30 day period 
must be communicated to the legislative finance committee in a written report." 


"All federal special revenue appropriations in the department are biennial." 
Agency Issues 
Accounting Policy Change 


Policy Change / 

In a financial-compliance audit for the two fiscal years ending June 30, 1999, the Legislative Auditor found that the 
department was improperly recording accruals of federal revenue for construction, utility relocation, highway planning 
and construction consulting, and right-of-way work. In essence, the department was recording federal revenue in an 
accounting period (fiscal year) during which the federal revenue could not be expected as per accounting policies. By 
recording federal revenue as the department did, expenditures of federal funds were overstated and expenditures of state 
funds were understated for a given fiscal year. The department implemented an accounting policy change during fiscal 
2000 to correct its accrual practices. 


Impacts on the Budget Request 

Because of the accounting policy change made by the department, present law adjustments appear in the Executive 
Budget requests for the Construction and Transportation Planning programs. These budget adjustments were made 
because the policy change disallowed the previously common practice of accruing contracts involving federal funds that 
had not been completed by the end of the fiscal year in which the contract was initiated. Accrued contracts from fiscal 
years 1995 through 1999 were liquidated at the end of fiscal 2000; no contracts were accrued in fiscal 2000. Because of 
this change, contracts that were awarded during fiscal 2000 before the policy change - but which were not completed by 
the end of the fiscal year - were not expensed during the base year and did not generate base expenditures to the level of 
a typical fiscal year. These contracts will need to be paid with appropriations from fiscal years after 2000. Further, the 
department has been awarded (and is expected to continue to see) greater numbers of contracts due to higher levels of 
federal-aid provided through the Transportation Equity Act for the 21st Century (TEA-21). Additional authority is being 
requested in the Construction and Transportation Planning programs to cover the payments related to prior year's 
liquidated accruals, payments related to contracts awarded in fiscal 2000 that were not accrued, and the higher number of 
contracts anticipated for fiscal 2001 and the 2003 biennium. 


To put the impacts of the accounting policy change into perspective, roughly $6.0 million of the roughly $29.6 million 
adjustments associated with the accounting change are for new contracts. The remaining $23.6 million (79.7 percent) 
cover contracts with consultants that would have been accrued during the current biennium, but which will be paid 
during the 2003 biennium. 
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Program Proposed Budget 


Base Ply Base New Total Pie Base New Total Total 


Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 





ETE 27) 0.00 11.00 162.27 0.00 12.00 163.27 163.27 


Personal Services 5,899,056 668,991 420,044 6,988,691 714,944 455,457 7,069,457 14,058,148 
7,926,923 2,999,619 542,191 11,468,733 2,914,695 488,378 11,329,996 22,798,729 
172,010 294,937 7,200 474,147 (60,063) 0 111,947 586,094 
75,606 (606) 0 75,000 (606) 0 75,000 150,000 - 
Debt Service 750 1,346 0 2,096 1,346 0 2,096 4,192 


Total Costs $14,074,345 $3,964,287 $970,035 $19,008,667 $3,570,316 $943,835 $18,588,496 $37,597,163 


State/Other Special 13,356,684 3,427,562 970,035 17,754,281 3,099,741 943,835 17,400,260 35,154,541 
Federal Special 717,661 536,725 0 1,254,386 470,575 0 1,188,236 2,442,622 





Total Funds $14,074,345 $3,964,287 $970,035 $19,008,667 $3,570,316 $943,835 $18,588,496 $37,597,163 


Program Description 

The General Operations Program provides administrative support services for the department, including general 
administration and management; accounting and budgeting; public affairs; computer systems support; personnel; goods 
and services procurement; and administration of motor fuel taxes. 


Program Narrative 

The Executive Budget includes three requests for the General Operations Program, all of which are related to motor fuel 
tax enforcement. All told, these requests would add 4.0 FTE and $512,145 of funding to the program in support of more 
closely monitoring motor fuel distributions and detecting instances of motor fuel tax evasion. The department has stated 
that these programs should be self-supporting by increasing motor fuel taxes enough to cover program administration 
costs. Table 1A summarizes these budget requests. The FTE that would be added during the 2003 biennium are 
requested in addition to the 1.0 FTE added during the 2001 biennium in new proposal, DP 33 Motor Fuel Tax Auditors. 
The 1999 legislature requested that the department provide a report to the 2001 legislature that details the increased fuel 
tax revenues directly resulting from the auditing function and the expenditure of the funds appropriated for that purpose. 
If approved, the legislature may wish to require that the department present a similar report to the 2003 legislature on the 
impact of fuel tax revenue collections. 


Table 1A 


Motor Fuel Tax Enforcement Budget Requests 
Decision Package State Special Federal Special Total 
Number Name Bue Revenue Revenue Funds 


PL 12 Fuel Tax Evasion 0.0 $ - §$ 238,688 $238,688 
NP 2 FTMA Crossmatch/Compliance Program 2.0 131,298 : 131,298 
NP 3 Fuel Tax Recovery Program 2.0 142,159 - 142,159 


40 $ 273,457 238,688 $512,145 





Funding 

The General Operations Program is funded primarily from the highways state special revenue fund. The highways state 
special revenue fund receives revenue primarily from motor fuel taxes and gross vehicle weight permit fees. Federal 
funding is available for assistance for disadvantaged businesses, training, and fuel tax evasion prevention efforts. The 
General Operations Program receives federal funds for fuel tax evasion prevention efforts via a $15,000 grant and 0.25 
percent of the state's allotment of Surface Transportation Program funds. The program also receives federal 
reimbursement of certain direct administrative expenses. For the 2003 biennium, state special revenue provides roughly 
94 percent of the program's total funding; federal special revenue provides the remaining 6 percent. 
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Present Law Adjustments 


State 
General Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


Federal 
Special 


(183,216) 
(34,618) 
1,310,910 


$1,842,845 





01-GENERAL OPERATIONS PROGRAM 


State Federal 
Special Special 
789,230 
(184,400) 
(28,799) 
13317,550 


$1,893,581 





DP 1 - Overtime/Differential 
0.00 0 102,438 102,438 : 110,114 110,114 


DP 2 - Computer/Networking Equipment/Softw 
0.00 


y 0 294,937 294,937 ; (60,063) (60,063) 

DP 3 - PC and Laser Printer Replacement 

0.00 0 296,119 296,119 ! 296,119 296,119 
DP 4 - Contracted Services - ISB 

0.00 0 492,654 0 492,654 : 492,654 0 492,654 
DP 5 - Federal Training and HazMat Communication Program 

0.00 0 85,374 143,497 228,871 E 49,874 143,497 193,371 
DP 6 - Software 

0.00 0 62,531 0 62,531 ; 62,531 0 62,531 
DP 7 - Lockheed Martin 

0.00 0 462,929 0 462,929 . 474,645 0 474,045 
DP 8 - Administrative Increase 

0.00: 0 8,100 0 8,100 ; ; 4,300 
DP 9 - EEO/ADA Training and Compliance 

0.00 0 10,979 0 10,979 é 15119 
DP 10 - Equipment Rental 

0.00 0 7,540 0 7,540 : 7,601 
DP 12 - Fuel Tax Evasion 

0.00 0 0 154,344 154,344 ; 84,344 84,344 


Total Other Present Law Adjustments 
0.00 $0 $1,823,601 $297,841 $2,121,442 ‘ $1,448,894 $227,841 $1,676,735 


Grand Total All Present Law Adjustments $3,964,287 $3,570,316 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


Personal Services - Statewide Present Law Adjustment 
The statewide present law adjustments for personal services include increases of 11.3 percent in fiscal 
2002 and 12.1 percent in fiscal 2003 over the base. These increases appear to be high, primarily 


AOD 


OT ATI ONH 


because of base-year vacancies of roughly 9.2 percent, which is the equivalent of 14 FTE. 





DP 1 - Overtime/Differential - This adjustment would reestablish base year overtime and differential pay with associated 
benefits. 


DP _2 - Computer/Networking Equipment/Software - The department would purchase additional servers and enhance 
networking capabilities within the Helena headquarters to support expanded needs of the department for computerized 
management systems, as a result of the growth of the federal-aid construction program, and staff growth. 
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aan The 1999 legislature added 301 FTE to the department primarily to support an expanded federal-aid 
COMMENT construction program and the assumption of maintenance on paved secondary highways. The 


additional FTE are located in a leased facility in Helena and in the new core drilling building 
authorized by the 1999 legislature through the capital construction program. The 1999 legislature also provided funding 
to allow the department to develop and convert several computerized management systems to current technology. All of 
these factors have combined to increase the demand on the existing servers and network capacity. 





DP 3 - PC and Laser Printer Replacement - This request would fund the replacement of 75 additional personal and laptop 
computers and 75 laser printers each year of the biennium. The base includes funding to replace 467 personal 
computers, 42 laptop computers, 4 laser printers, 1 desk-jet printer, and 889 monitors. This adjustment added to the base 
would fund a four-year replacement cycle for department personal computers at current staffing levels. 


DP 4 - Contracted Services - ISB - The executive would fund contracted services for information technology related 
projects. Modules that would be developed or supported by the contracted services include: 1) motor carrier registration; 
2) fuel tax billing, collections and reporting; 3) fuel tax distribution; 4) fuel tax refund processing and tracking; 5) fuel 
distributor licensing; 6) administrative hearing module for managing delinquent accounts; 7) overweight (special) 
permitting administration; 8) personal services budget monitoring; and 9) work flow processing. These systems would 
integrate with the department fund and cash management systems, the Statewide Accounting, Budgeting and Human 
Resource System, document management with workflow processing systems, and electronic commerce related systems. 


with Lockheed Martin, IMS, for which increased funding is requested in present law decision package DP 7, 
Lockheed Martin. Because of the similarity of the systems funded by this request and the service level 
contract funded by DP 7, the legislature may wish to ask the department: 
e how this request differs from DP 7; 
e what costs are funded in the two requests that would provide the same functions for the department; and 
e what portion of this request is for development costs that are not of an ongoing nature. 


This request would provide funding to develop management systems similar to those provided by the contract 
ISSUE 


If the legislature determines that any or all of this is being made in support of system development costs that will not 
become ongoing operating costs, it may wish to: 
e designate the appropriation as a one-time-only; or 
e insert language in HB 2 that directs the department to include a present law adjustment in its 2005 biennium 
budget request that would remove the one-time expenditures. 





DP 5 - Federal Training and HazMat Communication Program - Funding would provide a Hazardous Materials 





Communications Program and the associated training for department staff. It would also allow staff to attend training 
offered by the American Association of State Transportation Officials (AASHTO), which was designated by the 1999 
legislature as a one-time-only expenditure in the base. 








that the department provide a report to the 2001 legislature's joint appropriations subcommittee that 
documents the benefits the department received from AASHTO training taken during the 2001 biennium. 
The legislature may wish to consider the benefits the AASHTO training provided when evaluating this request. 










The 1999 legislature designated the appropriation for training as a one-time-only appropriation and directed 
ISSUE 





DP 6 - Software - This request would fund the acquisition of software for field and mobile devices that are not attached 
to the statewide network, and are not included in the network rate paid to Information Services Division of the 
Department of Administration. There is no base for software purchases because the 1999 legislature identified the 2001 
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biennium purchases for computer equipment and software as a one-time-only appropriation. The department would 
purchase software such as: Microsoft Office, ARCview, ARCims, Designer 2000, Developer 2000, and Discoverer 
2000. These software packages would be used for mapping activities, planning, and reporting purposes; building 
statistical reports based on departmental data; and developing database applications. 


The department has over 500 personal computers that are not included in the cost recovery model for the Information 
Services Division of the Department of Administration. These personal computers follow state standards and use 
Microsoft Office Suite for e-mail, scheduling, word processing, and spreadsheet applications. This funding would allow 
the department to procure the next release of Microsoft Office products to stay current with state standards. 


DP. 7 - Lockheed Martin - This executive recommends funding increases for a contract with Lockheed Martin - IMS for 
services and system support to MDT for the Montana Tax and Revenue System (MOTRS). Funding includes operating 
costs of nearly $900,000 per year, equipment replacement of roughly $19,000 for the biennium, training costs of roughly 
$22,000 per year, and enhancements of $200,000 per year. This request is based on preliminary estimates as the contract 
is currently operating under monthly extensions while it is being renegotiated. 


aay The department began developing MOTRS after the 1993 legislative session in order to provide an 
COMMENT integrated system that would replace various manual and automated systems associated with 
commercial motor carrier business processes and fuel taxes. MOTRS provides integration of the 

following subsystems: 

e VISTA (Vehicle Information System for Tax Apportionment) - provides automated vehicle registration and 
licensing services for commercial motor carrier customers as members of the International Registration Plan 
(IRP), 

VISTA TS - provides automated registration and tax processing for commercial motor carrier customers as 
members of the International Fuel Tax Association (IFTA); and 

VISTA PS - provides automated processes for oversize/overweight permits, vehicle routing, and route restriction 
development. 


MOTRS provides a common master account that integrates all subsystems and also allows for the integration of 
accounting, accounts receivable, accounts payable, cashiering, and auditing for all subsystems. A business area analysis 
conducted on the system identified two potential enhancements: 
1) administrative tracking, which would track the progress of an account as it goes through the dispute resolution 
process; and 
2) refunds, which would account for and track the status of fuel tax refunds. 


The request would fund these two enhancements. 


Base year expenditures for MOTRS were just over $660,000. This request would increase the annual cost of the 
MOTERS service level contract to just over $1.1 million, an annual increase of 70 percent. 


this request. 





Please refer to the LFD issue following present law DP 4, Contracted Services - ISB for discussion relating to 
ISSUE 


DP 8 - Administrative Increase - This adjustment would fund projected increases in general administrative expenses, 
including travel for the Human Resources Division, departmental strategic management, and agent/trustee fees. 


DP 9 - EEO/ADA Training and Compliance - Funding would be used to provide specialized Equal Employment 
Opportunity (EEO) and Americans with Disabilities Act (ADA) training for departmental administrative staff and 
Transportation Commission members. Funding would also be used to purchase specialized training materials to aid in 
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providing the ADA training. This request includes an increase in travel expenditures to adjust for base year expenditures 
lower than normal because the Compliance Specialist position for this function remained vacant much of the base year. 
DP_10 - Equipment Rental - This request would fund the program's share of proposed increases in the department's 
Equipment Program. 


DP 12 - Fuel Tax Evasion - The Executive Budget includes funding for the federal grant program that funds initiatives 
directed at reducing the evasion of motor fuel taxes. 


This is one of three requests associated with enforcing motor fuel tax laws. For additional discussion of 
motor fuel tax enforcement initiatives, refer to the Program Narrative Section of this report. 


1D 
COMMENT 


New Proposals 


State Federal State 
Prgm General Special Special Special Special 


DP | - IT Personnel Support 

Ol 4.00 0 191,028 191,028 } 191,709 191,709 
DP 2 - FTMA Crossmatch/Compliance Program 

01 2.00 0 69,041 69,041 1 62,257 62,257 
DP 3 - Fuel Tax Recovery Program 

01 1.00 0 54,617 54,617 : 87,542 87,542 
DP 5S - Governmental Electronic Commerce 

01 1.00 0 286,193 286,193 , 236,318 236,318 
DP 6 - DBE Position 

01 1.00 0 30,770 30,770 : 30,873 30,873 
DP 7 - GASB 34 Implementation 

01 1.00 0 236,193 236,193 1.00 236,318 236,318 
DP 8 - Contracts Officer 

01 1.00 0 39,693 39,693 1.00 36,318 ; 36,318 
DP 10 - Investigative Services 

01 0.00 0 62,500 62,500 0.00 62,500 62,500 


Total 11.00 $970,035 $970,035 12.00 $943,835 $943,835 





New Proposals 


DP 1 - IT Personnel Support - The executive requests funding to add 4.0 FTE information technology (IT) staff. The 
new IT staff would support the following agency functions: 

e One grade 16, programmer/analyst would assist in maintaining the statewide network of desktop and laptop 
computers for the Motor Carriers Services (MCS) program. MCS computers access sensitive commercial 
vehicle and driver information, issue oversize/overweight commercial vehicle permits, collect gross vehicle 
weight (GVW) fees, conduct commercial vehicle safety inspections and record fuel samples taken to assure 
compliance with fuel tax evasion laws. Computers are assigned to Helena based MCS employees, MCS 
Enforcement Officers who work at 22 remote weigh stations across the state, and to 17 officers who work 
from their enforcement vehicles on the open road. 

e One grade 15, information system support specialist would support the Global Positioning System (GPS) 
and public roads transportation layer of the Geographic Information Systems (GIS). 

e One grade 16, information system support specialist would administer management information system 
work order contracts and projects that had been out-sourced to vendors. 

e One grade 15, programmer/analyst would provide development and ongoing support for the computerized 
management systems identified as highest priority in the department strategic planning process. This may 
include: 1) the Cost Accounting and Record Entry System (CARES); 2) federal reimbursements; 3) 
Transportation Information Systems (TIS); 4) motor fuels; 5) documents management; 6) electronic records 
center; and 7) data warehousing. 
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; LFD The program has 32 FTE in IT positions, all of whom provide centralized support for the entire agency. 
[ COMMENT These positions are in addition to the 16 FTE classified as IT who are assigned and dedicated to other 
programs within the department. The 4.0 FTE would increase the centralized IT staff by 12.5 percent 

|to 36.0 FTE. A separate request from the Construction Program would add another 1.0 FTE dedicated IT position. 

|| (Please refer to new proposal DP 9, Pavement Analysis/Research Software in the Construction Program for a discussion 


|| of the related request. ) 














| DP 2 - FTMA Crossmatch/Compliance Program - The executive increases funding to add 2.0 FTE grade 12, 
administrative officers for the Fuel Tax Management and Analysis Bureau. The positions would cross-match motor fuel 

tax returns with information filed in an effort to determine whether all motor fuel reported sold to Montana licensed 
| distributors was reported and whether appropriate motor fuel taxes were paid. 


itor This is one of three request associated with enforcing motor fuel tax laws. For additional discussion of 
TIR@envavionne motor fuel tax enforcement initiatives, refer to the related section in the Program Narrative Section of 


this report. 





| DP 3 - Fuel Tax Recovery Program - The executive requests funding to add 1.0 FTE in fiscal 2002 and 2.0 FTE in fiscal 
| 2003. These positions would be grade 14 compliance specialists for the Fuel Tax Management and Analysis Bureau. 
The positions would focus on the detection and reduction of fuel tax fraud and evasion across Montana. They would 
spend most of their time traveling across the state enforcing the motor fuels laws. They would also provide assistance to 
enforcement and audit personnel and help coordinate joint enforcement efforts with surrounding states, Canada, and 
various federal agencies. 


LFD This request is one of three associated with enforcing motor fuel tax laws. For additional discussion of 
COMMENT | motor fuel tax enforcement initiatives, refer to the related section in the Program Narrative Section of 


this report. 







| DP 5 - Governmental Electronic Commerce - The Executive Budget includes a request to increase funding for the 
| addition of 1.0 FTE. This position would be a grade 15 information system support specialist. This proposal also 
| request contracted services to design, implement, and maintain a governmental electronic commerce system for financial 
and related applications of the department. This funding would allow the department to conduct business using the 
| Internet or a private network, through which they could take advantage of such technologies as electronic mail, electronic 
funds transfer (EFT), electronic data interchange (EDI), electronic publishing, electronic bill presentment and payment, 
on-line banking, and business exchange. ' 


| DP 6 - DBE Position - This request would fund the addition of 1.0 FTE grade 13, compliance specialist in the Civil 
Rights Bureau. This position would assist with record keeping in the Disadvantaged Business Enterprise (DBE) 
Program. This program provides assistance to minority- and female-owned companies eligible to bid on federal-aid 
highway construction projects. The department states that eligibility, compliance, and statistical record-keeping 
requirements have all increased for this program, which is required if the department is to receive federal-aid highway 
construction funds. 


The new regulations require the department to track, compile, and maintain information for successful and non- 
successful bidders, and to include payment and project/contract information. Data must also be collected to verify that 
applicant companies are eligible for participation in the DBE program. The department recommends that the new 
regulations will be best satisfied through the development and maintenance of electronic databases used to compile and 
generate compliance reports and statistical data for the Federal Highways Administration. 
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DP. 7 - GASB 34 Implementation - This request is for funding to add 1.0 FTE grade 15, accountant, as well as contracted 
services in support of implementing Governmental Accounting Standards Board Statement 34 (GASB 34). The primary 
impact of GASB 34 is requiring the department to capitalize infrastructure such that financial schedules and the state 
Comprehensive Annual Financial Report meet Generally Accepted Accounting Principles. 


Statement 34 requires capitalizing infrastructure so that financial schedules and the state Comprehensive 
Annual Financial Report (CAFR) meet Generally Accepted Accounting Principles (GAAP). GASB 34 has an 
implementation schedule that would require Montana to prepare its CAFR and financial schedules to the new standards 
for fiscal 2002. The biggest effort would be creating the first time capitalization of its huge investment in infrastructure 


This request includes $200,000 annually in support of contracted services as well as new FTE. GASB 
ISSUE 


(highways and buildings). The annual effort thereafter would involve keeping the data current. The legislature may 
wish to ask the department to justify ongoing contracted services costs contained in this request. If the legislature 
decides that a portion of this request is a one-time expenditure, the legislature has two options: 

designate the one-time portion of the request as a one-time-only appropriation; or 

include language directing the executive to include a present law adjustment in the 2005 biennium budget request 
whereby the one-time portion of base expenditures is removed. 





DP 8 - Contracts Officer - The executive increases funding to add 1.0 FTE grade 15, contracts officer in the Purchasing 
Services Bureau to handle the increased workload associated with the assumption of maintenance for paved secondary 
highways. Using federal-aid highway construction funds for preventive maintenance of highways has increased the 
workload of the Purchasing and Service Bureau. 





The 1999 legislature enacted SB 333, which transferred the responsibility for maintenance of paved 
secondary highways from the counties to the Department of Transportation. The department contracts 
the majority of their maintenance out to private contractors. The Transportation Equity Act for the 21st 
Century considers certain maintenance costs eligible for federal reimbursement, but the contracts for the associated 
maintenance must be administered and reported in accordance with federal standards. Federal contract standards result 
in an additional workload due to added need for oversight and more demanding reporting requirements. 


LFD 






COMMENT 







DP 10 - Investigative Services - This request is for funding for a contract with the Department of Justice, through which 
suspected internal and external irregularities relative to contract administration and fuel tax enforcement would be 
investigated, as would fuel tax fraud. 









LFD A similar Tequest for investigative services was approved by the 1999 legislature with language 
COMMENT ea the purpose identified in this request. The request approved by the 1999 legislature 

was for contingency funding in the event suspected internal and external irregularities related to 
contract administration, or if fuel tax enforcement issues surfaced. Since the conditions of this restriction did not surface 
during the base year, no expenditures were made on investigative service contracts with the Department of Justice. 














If it is the legislature's intent that the funds be used only for this purpose, the appropriation should be 
designated as a restricted appropriation to be expended only for a contract with the Department of Justice in 
order to investigate suspected internal and external irregularities relative to contract administration and fuel tax 
enforcement issues, or to investigate fuel tax fraud. 






This request is for contingency funding should a set of conditions warrant expenditure for a specific purpose. 
ISSUE 
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Program Proposed Budget 


Budget Item 


FTE 
Personal Services 


Operating Expenses 


Local Assistance 

Grants 

Debt Service 
Total Costs 


General Fund 


Base 
Budget 
Fiscal 2000 


1,055.23 


41,389,329 
270,122,733 
934,442 
122585537. 
250,000 
2,834,614 
5,695 


$327,790,350 


250,000 


Pls Base New 


Adjustment 
Fiscal 2002 


3,296,769 
28,760,997 
0 
0 
0 
626,901 
0 


$32,684,667 


0 


Proposals 
Fiscal 2002 


33.00 


1,149,121 
540,588 


$1,689,709 


0 


Total PE 
Exec. Budget Adjustment 
Fiscal 2002 Fiscal 2003 


1,086.02 1.45 
45,835,219 
299,424,318 38,027,426 
934,442 15,000 
PERSE 0 
250,000 0 
3,461,515 626,901 
5,695 0 


3,561,164 


$362,164,726 $42,230,491 


250,000 0 


02-CONSTRUCTION PROGRAM 


Base New 


Proposals 
Fiscal 2003 


34.00 


1,189,866 
315,594 
0 


0 
0 
0 
0 


$1,505,460 


0 


Total 
Exec. Budget 
Fiscal 2003 


1,090.68 


46,140,359 
308,465,753 
949,442 
12293,531) 
250,000 
3,461,515 
5,695 


$371,526,301 


250,000 
74,647,570 


Total 
Exec. Budget 
Fiscal 02-03 


1,090.68 


91,975,578 
607,890,071 
1,883,884 
24,507,074 
500,000 
6,923,030 
11,390 


$733,691,027 


500,000 
146,688,246 





72,040,676 8,093,495 
289,874,050 34,136,996 


(24,139,175) 
25,644,635 


State/Other Special 
Federal Special 


90,693,250 
236,847,100 


6,637,746 
26,046,921 


(25,290,320) 


26,980,029 296,628,731 586,502,781 


Total Funds $327,790,350 $32,684,667 $1,689,709 — $362,164,726 $42,230,491 $1,505,460 $371,526,301 $733,691,027 





Program Description 

The Construction Program is responsible for construction project planning and development from the time a project is 
included in the long-range work plan through actual construction. Program responsibilities include such tasks as project 
design, accessing environmental documents and permits, making right-of-way acquisitions, issuing contract bids, 
awarding contracts, and administering construction contracts. Contract administration is the documentation, inspection, 
and testing of highway construction projects from the time the contract is awarded to a private contractor until the project 
is completed and the work is approved. 


Program Narrative 


Movement to an Alternative Pay Plan 

The 1999 legislature approved a personal service budget request for the Construction Program with funding for 1,050.23 
FTE in fiscal 2001. Of these FTE, 1.0 FTE was classified in a pay plan that was specifically designed to provide 
increased salaries for certain job classifications that typically experience high turnover and hiring difficulties because the 
pay rate is low, as compared to private industry. All other FTE in the program were classified in the pay plan that covers 
the majority of state employees. When the budget snapshot was taken for use in developing the personal service budget 
for the 2003 biennium, 337.55 FTE were classified in the alternative pay plan. Because of the number of positions 
involved, an estimate was made to determine how much this pay plan movement has increased the personal services cost 
to the program. Based on mid-range salaries for the positions involved, this movement is estimated to have increased the 
Construction Program personal services cost by nearly $1.8 million per year. 


Performance Audit of Pre-construction Project Delivery 

During fiscal 2000, the department commissioned a performance audit of its pre-construction project delivery processes. 
An independent auditing firm under the oversight of the Legislative Audit Division conducted the audit. Pre- 
construction involves all phases of a highway construction project from the time the project is nominated until the project 
is advertised for bid. The audit report includes several findings that correspond to resource requests included in the 
budget request for the program. The audit found that survey and right-of-way activities in the pre-construction phase can 
contribute significantly to project delays and ultimately add unnecessary costs to projects. The audit found that the 
traffic engineering review function causes bottlenecks in project delivery. The audit also found that the department 
could benefit by strengthening its project management culture and providing better information exchange on approaches 
and initiatives that improve project management performance and accountability. 
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Table 2A Table 2A summarizes the budget requests that add 
Pre-construction Audit Related Budget Requests the resources to address recommendations 


Decision Fiscal 2002 Fiscal 2003 contained in the pre-construction project delivery 
Budget Request ee dit. The budget includ t dd 28.0 
Engineering Oversight Bureau NP 1 8.00 $547,423 8.00 $475,998 audit. Seen get Peuces LEQuests (0. ‘ 


Increase Preliminary Survey NP2 10.00 433,664 +~—««'10.00_~—=s- 435,252. | FTE and to increase funding by roughly $2.7 


Right-of-Way FTE NP 4 6.00 220,346 7.00 257,814 million over the biennium. 
Traffic Engineer FTE NP 5 3.00 148,336 3.00 148,852 


27.00 $1,349,769 28.00 $1,317,916 





The budget requests designed to address pre-construction project delivery issues would add nearly $1.4 


als million to the annual design costs. Roughly half of these costs are funded with state special revenue, which, 


ISSUE 


as stated in the Agency Discussion section of this report, has questionable stability. The legislature may wish 
to ask the department to highlight the benefits it expects to gain through these expenditures and as a result of the new 
staff members. 





Funding 

Costs eligible for reimbursement under the federal-aid construction program are funded with highways state special 
revenue funds and federal special revenue funds apportioned to Montana under the federal transportation funding laws 
authorized in the Transportation Equity Act for the 21st Century (TEA-21). Construction design, construction, and 
construction management costs as well as direct administrative costs for construction activities are generally eligible for 
federal reimbursement. The state match requirement is based on a sliding scale match, which is currently 87 percent 
federal with a 13 percent state match. The 100 percent state-funded construction program is funded entirely with the 
highways state special revenue fund. The primary sources of revenue for the highways state special revenue funds are 
highway-user fees derived from motor fuel taxes and gross vehicle weight fees. Traffic safety functions are generally 
funded 100 percent with National Highway Traffic Safety Administration grant funds. The exception for traffic safety 
functions is that a small portion (1 percent) of the administrative costs are matched at 50 percent with highways state 
special revenue funds. . 


The division receives $500,000 in general fund for the biennium, which according to Section 61-2-107, MCA, is to be 


used for county drinking prevention programs. The remaining funding for the 2003 biennium is approximately 20 
percent state special revenue and 80 percent federal special revenue. 
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Present Law Adjustments 


General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


State 
Special 


Federal 
Special 


(1,148,457) 
51,865 
6,380 


($445,247) 


State 
Special 


Federal 
Special 


02-CONSTRUCTION PROGRAM 


863,220 
(1,155,004) 
82,265 
7,495 


($202,024) 


DP 2 - Contracted Services for Legal Services 

0.00 0 10,103 2,497 12,600 : 10,115 2,485 12,600 
DP 3 - Environmental Consultant Services 

0.00 0 25,046 25,258 50,304 : 25,182 Zonli22 50,304 
DP 5 - Traffic Signal Design Training 

0.00 0 20,000 0 20,000 ! 0 0 0 

DP 7 - Overtime/Differential 

0.00 0 
DP 8 - CMS Adjustment 

(2.21) 23,254 20,860 44,114 ; 51,516 99,661 151,177 


1,253,180 2,593,182 3,846,362 1,261,702 2,562,006 3,823,708 


DP 12 - CADD 

0.00 150,833 0 150,833 J 189,459 0 189,459 
DP 13 - Accounting Change - Accruals 

0.00 2,656,270 
DP 14 - Contractor Payments 

0.00 : 2,090,946 


10,625,080 13,281,350 2,656,270 10,625,080 13,281,350 


11,820,867 1319115813 3,611,767 19,720,059 23,331,826 
DP 15 - Research 

0.00 0 41,363 DadgIls 264,076 Y 42,439 221,637 264,076 
DP 16 - Crest Stage Gage 

0.00 0 21,303 1,197 22,500 : 21,307 151193 22,500 
DP 17 - Accounging Change-Traffic Safety Bureau 

0.00 0 270,680 655,117 925,797 i 78,469 617,328 695,797 
DP 18 - Equipment Rental 


0.00 0 198,054 402,111 600,165 ‘ 201,207 408,511 609,718 


Total Other Present Law Adjustments 


(2.21) $0 $6,761,032 $26,368,882 $33,129,914 $8,149,433 


$34,283,082 $42,432,515 
Grand Total All Present Law Adjustments $32,684,667 
$42,230,491 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 2 - Contracted Services for Legal Services - The executive requests funding for contracted services for expert 





witnesses and private legal counsel to address workload issues associated with an increasing trend of contract claim legal 
Cases against the department. 









The legislature may wish to have the department address the following questions: 
e What actions have the department taken to determine the causes for the increasing trend in contract 
claims against the department? 
e What factors have been determined to be the causes for this increasing trend? 
e What actions does the department plan to take to address any causal factors within the department's control? 


AWD 


ISSUE 






DP 3 - Environmental Consultant Services - The 1999 legislature approved a new proposal allowing procurement of 
contracted services through which to monitor and maintain areas identified as wetlands, and which are impacted by 
highway construction projects. A wetlands mitigation program is required if federal-aid highway construction funds are 
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to be received. The base year appropriation was not fully expended because of delays in implementing the program. 
This request would fund consultant services to fully implement the program and address the wetlands that would be 
impacted by construction activity anticipated through the 2003 biennium. 


DP 5 - Traffic Signal Design Training - Funding is requested to provide an on-site training course for traffic signal 
design staff. 


DP 7 - Overtime/Differential - The executive requests overtime and differential pay at the base level plus associated 
benefits. 


DP 8 - CMS Adjustment - The department estimates FTE and engineering costs via the Construction Management 
System using standards that apply to the proposed construction plan. This adjustment would fund a reduction of 2.21 
FTE in fiscal 2002 and an increase of 1.45 FTE in fiscal 2003, in combination with adjustments for preliminary and 
construction engineering functions in support of highway construction. The positions associated with this decision 
package are grade 8, engineering project aides. 


DP 12 - CADD - This request would fund an increase for the software and hardware maintenance contracts for the 
Computer Aided Drafting and Design system (CADD) and photogrammetry. These contracts offer toll free telephone 
and e-mail support, software upgrades at no extra cost, monthly user magazines, technical newsletters, and free software 
enhancements on a quarterly basis. 


DP_13 - Accounting Change - Accruals - Funding is requested for increases in consultant services. This adjustment 
would fund a budget deficit resulting from an le policy change that was made by the department to address a 
Legislative Audit finding. 


aan For more information on the accounting policy change and the impacts of the policy change on the 
COMMENT (ed budget, please refer to the related discussion provided in the Agency Issues Section of this 


report. 





DP 14 - Contractor Payments - The department estimates when contractor payments will come due based on scheduled 
delivery for projects contained in the Tentative Construction Program (TCP). The TCP indicates when construction 
contracts will be let. This information is entered into a computerized management system, the Project Cost Scheduling 
System that uses information including let dates, type of work, and other project criteria necessary to create estimates 
relative to contractor payments. Based on this system, increases are anticipated for contractor payments during the 2003 
biennium. The executive requests increased funding to pay contractors for highway construction related activities. 


DP _15 - Research - This request would fund an increase in research provided by State Planning and Research (SPR) 
grants. The amount of SPR grants are calculated through use of an allocation formula based on the amount of federal-aid 
construction funding the state receives. SPR grants lag behind increases in federal-aid funding, which increased by 
nearly 60 percent in the 2001 biennium due to TEA-21. 


LFD The amount of SPR funds the department receives is fixed at 2 percent of the amount of federal-aid 


COMMENT construction funding Montana receives from the FHWA. Likewise, TEA-21 requires that research 
receive 25 percent of the SPR funds. 





DP 16 - Crest Stage Gage - The department makes payments to the United States Geological Service (USGS) for crest- 
stage gage maintenance. An agreement between the department and the USGS fixes the annual payments at $45,000. 
Timing of payments left base expenditures at half the annual payment amount, leaving the base short by $22,500. 
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The USGS maintains over 500 crest-stage gauging stations in the state. The department uses peak 
discharge data provided from measured streams in design calculations for new highway culverts, bridge 
openings, as well as for use and analysis of existing bridge-scour analysis. Data from the crest-stage 
gages is also used to assess the magnitude and frequency of flood events that could damage highways or adjacent 
properties and to defend the department in lawsuits or other acts filed as a result of flooding. 






COMMENT 






DP. 17 _- Accounting Change-Traffic Safety Bureau - The executive requests funding the Governor's Highway Traffic 
Safety Program at the level authorized by the 1999 legislature. Funding will cover a budget deficit that resulted from an 
accounting policy change made by the department to address a Legislative Audit finding. 


For more information on the accounting policy change and the impacts of the policy change on the 
agency budget, please refer to the related discussion provided in the Agency Issues Section of this 
report. 


AY Y 


COMMENT 





DP 18 - Equipment Rental - This request would fund the program's share of the increases proposed by the department's 
Equipment Program. 


New Proposals 


State . Federal State Federal 
Special Special Funds Special Special 


DP | - Engineering Oversight Bureau 

02 8.00 344,194 203,229 547,423 J 309,173 166,825 475,998 
DP 2 - Increase Preliminary Survey 

02 10.00 217,666 215,998 433,664 219,579 215,673 435,252 
DP 4 - Right/Way FTE 

02 6.00 0 112,405 107,941 220,346 i 133,893 123,921 257,814 
DP 5 - Traffic Engineer FTE 

02 4.00 0 78,811 69,525 148,336 ! 79,442 69,410 148,852 
DP 7 - Computer Software for Safety Management 

02 0.00 0 24,630 150,000 : 0 0 0 
DP 8 - Legal Services FTE 

02 1.00 0 2 8,303 28,515 : 17,896 7,700 25,596 
DP 9 - Pavement Analysis/Research Software 

02 1.00 0 2,290 50,440 48,322 25219 50,601 
DP 10 - Materials Bureau FTE 

02 3.00 0 22,197), 88,788 110,985 3 22,269 89,078 111,347 
DP 11 - Funding Adjustments 

02 0.00 0 (26,259,325) 26,259,325 0 4 (24,969,749) 24,969,749 0 





Total 33.00 $0 ($25,290,320) $26,980,029 —_ $1,689,709 34.00 $0 ($24,139,175) $25,644,635 $1,505,460 


New Proposals 


DP 1 - Engineering Oversight Bureau - The executive recommends funding the creation of an Engineering Oversight 
Bureau, which would include adding 8.00 FTE. The bureau would review, evaluate, and make recommendations for 
improvements relative to the department construction project processes. The new bureau would develop and implement 
a construct ability plan and create a review process aimed at improving the quality of project plans. The bureau would 
also implement a formal post-construction review process facilitating the exchange of information between construction 
and design personnel with an eye to improving the design and plan quality. Funding would also be used to develop a 
training program for field construction personnel. This request would add 6.0 FTE grade 18, engineering managers, 1.0 
FTE grade 13, civil engineering specialist, and 1.0 FTE grade 11, administrative support position. 


DEPARTMENT OF TRANSPORTATION A-83 CONSTRUCTION PROGRAM 





DEPARTMENT OF TRANSPORTATION 02-CONSTRUCTION PROGRAM 






The department states that the new Engineering Oversight Bureau is expected to improve the way the 
LFD 
COMMENT department performs all aspects of highway construction design and project oversight; and would 


provide the following practical outcomes through the review and evaluation of all construction 





processes: 
e reduce the number of change orders on construction projects; 
e reduce the project costs through smarter designs and therefore fewer change orders; 
e improve the quality of construction plans and specifications; 
e improve the final quality of projects and project oversight; and 

improve project scheduling and planning. 











construction Project Delivery" contained in the Program Narrative Section for this program for further 


This is one of four related requests within the department. Please refer to "Performance Audit of Pre- 
Saas discussion of this and related requests. 





DP 2 - Increase Preliminary Survey - Increased funding provides for the addition of 10.0 FTE grade 13 surveyors, as 
well as setup and operating costs to establish a three-person land survey crew in each of the five financial districts. The 
survey crews would provide professional land survey services and would complete pre-construction surveys and other 
priority surveys while traditional construction survey crews were working on construction projects and unavailable to 
accomplish these tasks in a timely fashion. 


An audit commissioned by the department identified survey functions as the causes for the project 
LFD it é' 

delays that result in increased cost. Department staff has stated that delays are due to workload issues 
COMMENT ; a ' a 

associated with the increased number of projects rising from increased federal-aid highway 


construction funding. Because there have been more projects there has been more survey work. Staff has not increased 
accordingly. 





construction Project Delivery" contained in the Program Narrative Section for this program for further 


This is one of four related requests within the department. Please refer to "Performance Audit of Pre- 
abbas: discussion of this and related requests. 





DP 4 - Right/Way FTE - A funding increase is requested to add 6.0 FTE in fiscal 2002 and 7.0 FTE in fiscal 2003. 
These positions would help address the increased workload in department right-of-way functions resulting from the 
expanded federal-aid construction program. This request would add 2.0 FTE grade 10, compliance technician; 1.0 FTE 
in fiscal 2002 (2.0 FTE in fiscal 2003) grade 12, civil engineering specialists; 1.0 FTE grade 14, right-of-way agent, 1.0 
FTE grade 14, position not yet classified, and 1.0 FTE grade 15, review appraiser. 


construction Project Delivery" contained in the Program Narrative Section for this program for further 
discussion of this and related requests. 


This is one of four related requests within the department. Please refer to "Performance Audit of Pre- 
ISSUE 





DP 5 - Traffic Engineer FTE - This request would fund the addition of 3.00 FTE grade 14, traffic engineering specialists 
to support construction design, traffic corridor studies, traffic improvement engineering, and traffic access management. 
This request would also fund the addition of 1.00 FTE grade 9, drafter, who would prepare collision diagrams for the 
analysis of accident clusters. 
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This is one of four related requests within the department. Please refer to "Performance Audit of Pre- 


construction Project Delivery" contained in the Program Narrative Section for this program for further 
discussion of this and related requests. 





_ DP 7 - Computer Software for Safety Management - The Executive Budget requests funding through which computer 

| programs that perform accident analysis could be modified. The modifications would make the programs compatible 
with process changes adopted by the Montana Highway Patrol (MHP) that provide short forms for reporting traffic 
accidents involving only property damage. MHP would keep the existing long form for fatal accidents, injury accidents, 
and accidents involving commercial vehicles. Additionally, programs would be modified such that they were compatible 
with the two-dimensional plane coordinate reference system adopted by the state. 





DP 8 - Legal Services FTE - The executive recommends funding the addition of 1.00 FTE grade 10, legal secretary who 
would provide administrative support for agency legal staff. The department reclassified the position that previously 
performed administrative support to paralegal status. 


DP. _9 - Pavement Analysis/Research Software - This request would fund the addition of 1.00 FTE grade 15, information 
systems support position to provide support and development for four specialized software packages and four large 
databases used by the pavement analysis and research section. 


DP 10 - Materials Bureau FTE - The Executive Budget increases funding for the addition of 3.00 FTE, who would 
address workload increases associated with project level analysis of surfacing design and materials performance. The 
' positions added would include 1.00 FTE grade 12, designer and 2.00 FTE grade 12, civil engineering specialists. The 
: workload has increased due to a combination of the increased federal-aid construction funding and the complexity of 
_ work required by the Superpave Program. 


DP 11 - Funding Adjustments - A funding switch from state to federal special revenue is requested, in order to more 

closely match funding anticipated with delivery of projects included in the Tentative Construction Plan. The impacts of 
an accounting policy change made by the department in combination with non-federal participating overhead costs 
during the base year skewed the base year funding. Another change with potential impact on federal and state funding 
percentages is a reduction of the state funded construction program to $10 million per year. 


Language Recommendations 
The following language 1s recommended for HB 2: 


"Item 2 includes a total of $63,690 for the 2003 biennium for the Montana natural resources information system. 
Quarterly payments must be made upon receipt of the bills from the state library up to the total amount 


appropriated." 


"All appropriations in the construction program are biennial." 
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Program Proposed Budget ; 

Base PE Base New Total PIE Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget. Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


PIE WITS 64.35 1.00 783.28 64.35 1.00 783.28 783.28 


Personal Services 26,665,520 6,533,126 28,401 33,227,047 6,705,842 28,498 33,399,860 66,626,907 
Operating Expenses 42,079,789 5,693,598 394,660 48,168,047 5,919,964 373,660 48,373,413 96,541,460 


Equipment 160,428 0 O22 232,350 0 23,896 184,324 416,674 
Capital Outlay 66,384 0 0 66,384 0 0 66,384 132,768 


Total Costs $68,972,121 $12,226,724 $494,983 $81,693,828 $12,625,806 $426,054 $82,023,981 $163,717,809 


State/Other Special 68,159,583 10,810,769 (2,367,133) 76,603,219 11,209,851 (2,436,062) 16933372 153,536,591 
Federal Special 812,538 1,415,955 2,862,116 5,090,609 1,415,955 2,862,116 5,090,609 10,181,218 


Total Funds $68,972,121 $12,226,724 $494,983 $81,693,828 $12,625,806 $426,054 $82,023,981 $163,717,809 





Program Description 

The Maintenance Program is responsible for preserving and maintaining a safe and environmentally-sound state highway 
transportation system and related facilities. Major maintenance activities include the patching, repair, and periodic 
sealing of highway surfaces; snow removal; and sanding. 


Funding 

The Maintenance Program is primarily funded with highways state special revenue. Federal special revenue also funds a 
portion of the costs associated with the road reporter functions as well as qualifying highway maintenance activities. For 
the 2003 biennium, state special revenue provides roughly 93.8 percent of the program's funding; federal special revenue 
provides the remaining 6.2 percent. 


The 1999 legislature shifted $20.7 million of funding from state to federal special revenue in order to 
leverage highway maintenance activities with federal funds. During the 2001 biennium, the department 
reduced federal special revenue and increased state special revenue through a transfer to and with the 


LFD 
COMMENT 


Construction Program. The department stated that it did not have the resources available to provide contract oversight 
for the expenditure of federal funds on maintenance activities. The executive has requested resources in the General 
Operations Program to provide for the contract administration of the Maintenance Program in DP 8, Contracts Officer. 
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Fiscal 2002---------------=---------------------------- 
State Federal Total State Federal 
General Special Special Funds General Special Special Funds 


| Personal Services 2,772,276 2,941,904 
| Vacancy Savings (806,776) (811,865) 
| | Inflation/Deflation 128,810 139,675 
_ | Fixed Costs (438) (438) 


Total Statewide Present Law Adjustments $2,093,872 $2,269,276 


DP | - Secondary Roads Implementation 
36.35 0 6,224,326 1,352,914 7,577,240 6,355,911 1,352,914 7,708,825 
DP 2 - Temporary Winter Maintenance FTE 

26.00 0 947,360 947,360 950,681 0 950,681 
DP 3 - Road Reporting 

2.00 0 262,475 262,475 : 262,677 0 262,677 
DP 4 - Road Reporting "IT" ; 

0.00 0 7,005 70,046 : 7,005 63,041 70,046 
DP 5 - Overtime 

0.00 0 1,899,570 1,899,570 : 1,899,570 0 1,899,570 
DP 7 - Preventive Maintenance Reduction 

0.00 (4,180,000) (4,180,000) ‘ (4,180,000) 0 (4,180,000) 


' |. DP 10 - Operating Expenses 





0.00 472,127 472,127 l 526,987 0 526,987 
DP 11 - Rest Areas Non-interstate 

0.00 150,000 150,000 Ss Oz. 150,000 150,000 
DP i2 - Equipment Rental 

0.00 0 2,811,435 2,811,435 s 2,834,000 2,834,000 
DP 13 - Rent for Annex Building 

0.00 0 1225599 1227599 ; 133,744 133,744 


Total Other Present Law Adjustments 
64.35 $0 $8,716,897 $1,415,955 $10,132,852 $8,940,575 $1,415,955 
$10,356,530 


Grand Total All Present Law Adjustments . $12,226,724 
i $12,625,806 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in-the table 
correspond to the narrative descriptions. : 


DP _1 - Secondary Roads Implementation - The executive increases funding for the addition of 36.35 FTE grade 7, 
maintenance technicians and other resources to maintain paved secondary roads in the state. This request provides for 
the full implementation of SB 333 passed by the 1999 legislature, which transferred these maintenance responsibilities 
from counties to the state. Funding would also allow for maintenance of an additional 25 centerline miles (50 lane miles) 
of secondary roads that currently have gravel surfaces, but will be paved and become eligible for department 
maintenance by January 2001. 


The 1999 legislature passed SB 333, transferring the responsibility for maintaining paved secondary 
COMMENT roads from local government to the department. SB 333 requires the department to take over the 

maintenance of paved secondary roads as of January 1, 2001. The department has phased in the 
implementation of the program. One-quarter of the staff (36.5 FTE) and resources were added in fiscal 2000. Additional 
staff (73.0 FTE) and resources were added in fiscal 2001, thus bringing the program to three-quarter staffing. The base 


LFD 





includes the additional 73.0 FTE. The base adjustments for the addition of the 73.0 FTE account for nearly all of the 
fiscal 2002 statewide present law adjustment; $2.77 million of the fiscal 2003 statewide present law adjustments are also 
included in the base adjustment. The phased approach was used to purchase necessary materials and equipment and to 
hire and train personnel prior to the full-implementation deadline .of January 1, 2001. Phased implementation began on 
July 1, 2000, as workers and equipment become available. 
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DP 2 - Temporary Winter Maintenance FTE - The executive recommends increased funding to add 26.0 FTE grade 7, 
maintenance technicians to fill temporary winter maintenance positions. This request would provide permanent funding 
in personal services for resources previously funded by the legislature as contracted services. 





However, the legislature approved funding at a level equivalent to 26.0 FTE in the operating expenses 

category, so that winter maintenance could be performed. The program subsequently received authorization 
from the executive to move budget authority from operating expenses to personal services and to add modified 
(temporary) staffing. 


It was the intent of the 1999 legislature not to add permanent staffing positions for winter maintenance. 
ISSUE 





DP 3 - Road Reporting - This request would fund the addition of 2.0 FTE grade 8, administrative support positions and 
operating costs to provide road information services to the traveling public in Montana. Funding for the program was 
approved by the 1999 legislature in a one-time-only appropriation. Permanent funding is requested for the positions that 
gather and report winter driving conditions, location of summer road construction and maintenance work, and spring 
load limit restrictions for the Motor Carrier Services Division. 


LFD The 1999 legislature approved funding to add 1.5 FTE as a one-time-only appropriation. This request 
PerOY ANT ONG} would increase funding for an additional 0.5 FTE above the level the 1999 legislature authorized as 
temporary authority. The 1999 legislature also directed the department to provide a report to the 2001 

legislative appropriations subcommittee in which the status and accomplishments of the road reporters and remote 
weather information sites were detailed. The report was also to identify any productivity improvements resulting from 
the use of the new technology. Further discussion of reports required by the 1999 legislature can be found under the 


heading "Reports Required by the 1999 Legislature" in the Agency Discussion Section of this report. 





DP 4 - Road Reporting "IT" - The Executive Budget includes funding for the toll free telephone lines for travelers who 
use the road reporting services in Montana. 


DP 5 - Overtime - The executive requests overtime and differential pay at the base level plus associated benefits. 


DP _7 - Preventive Maintenance Reduction - The Executive Budget includes a reduction of pavement preservation 
activities (e.g., thin lift overlays, chip seals, and crack-joint filling). 


eon The department has included this request to offset a projected shortage in the highways state special 
ONIN ona ovcnue account. 





DP 10 - Operating Expenses - This adjustment would fund increases in operating costs, for supplies such as hand tools 
and equipment; disposable repair and maintenance supplies and materials such as traffic line paint, and liquid deicer; 
communication costs for additional telephone lines for computers in maintenance section houses; and contracted 
telephone system maintenance. The additional telephone lines for section houses would provide a direct link with each 
maintenance section house in the state. 


DP 11 - Rest Areas Non-interstate - The executive recommends a funding increase for maintenance contracts for non- 
interstate rest areas in Montana. All rest area janitorial and light maintenance duties are contracted from the private 
sector. Maintenance contract costs have increased because contractual requirements have been increased to address user 
complaints. . 


DP 12 - Equipment Rental - This request would fund the program's share of proposed increases to the department's 
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Equipment Program. 

DP _ 13 - Rent for Annex Building - The Executive Budget includes adjustments to fund increased rental costs for 
additional office space in Helena. The department contracted with the Department of Administration for additional 
office space to house staff added due to the increased federal-aid construction program. 


| New Proposals 


State Federal State Federal 
-Program General Special Special Funds Special Special 


DP | - Two-way Radio Communications Equipment 
03 0.00 0 187,282 0 187,282 100,400 0 100,400 
DP 2 - Funding Adjustments 


03 0.00 0 (2,862,116) 2,862,116 0 i (2,862,116) 2,862,116 0 
DP 3 - Radio Replacement Bozeman and Butte 

03 0.00 0 167,700 0 167,700 : 167,700 0 167,700 
DP 5 - Weed Coordination FTE 

03 1.00 0 28,401 0 28,401 j 28,498 0 28,498 
DP 8 - Highway Lighting Agreement 

03 0.00 0 111,600 0 111,600 ; 129,456 0 129,456 


Total 1.00 $0 $2,862,116 $494,983 : $2,862,116 $426,054 
($2,367,133) ($2,436,062) 





New Proposals 


DP _1 - Two-way Radio Communications Equipment - The executive requests funding for the acquisition of additional 
two-way radio equipment (vehicle radios), local base stations, and hand-held and low power radios. The additional 
equipment would provide mobile communication for construction, maintenance, motor carriers, and other personnel 
within the department who support the increased federal-aid construction program and the implementation of the 
secondary roads program, and who do not have radio communication capabilities. 





This request is to fund the acquisition of equipment needed to accommodate stepped growth in program size. 
A portion of the cost is for one-time outfitting costs; a portion would be needed to provide ongoing 
replacement for the expanded equipment inventory and should have a delayed impact. As such, the 
legislature may wish to designate an appropriation for this request as one-time-only. 


LFD 
ISSUE 





DP 2 - Funding Adjustments - The executive recommends a funding shift to reduce state special revenue and increase 
federal special revenue by an equal amount in order to establish state to federal funding levels as anticipated for the 2003 
biennium. 


Fiscal 2000 was the first year federal funds could be used to provide for the maintenance of federal-aid 
highways. Because of this, the department and Federal Highway Administration personnel spent much 
of fiscal 2000 establishing criteria for maintenance projects eligible for federal reimbursement. Federal 


AD 
COMMENT 


and state special revenue authority of equal amounts were subsequently switched between the Maintenance Program and 
the Construction Program. This request would restore the federal funding for maintenance activities authorized by the 
1999 legislature. 





DP 3 - Radio Replacement Bozeman and Butte - This request would fund the replacement of mobile two-way radio units 
in the Butte and Bozeman districts. The mobile radio units in the Butte and Bozeman districts are between 13 and 15 
years old and cannot be programmed for use in other areas in the state. In addition, the manufacturer no longer supports 
parts for these radios. 


DEPARTMENT OF TRANSPORTATION A-89 MAINTENANCE PROGRAM 


DEPARTMENT OF TRANSPORTATION 03-MAINTENANCE PROGRAM 


LFD The funding is for the non-routine replacement of equipment with a life cycle of greater than 10 years. As 
SOD such, the legislature may wish to designate an appropriation to fund this request as one-time-only. 





DP. 5 - Weed Coordination FTE - The Executive Budget includes a request to fund the addition of 1.00 FTE grade 12, 
position to coordinate noxious weed management. The position would identify infestations, develop and maintain 6-year 
noxious weed control plans, administer weed control contracts, and monitor the effectiveness of noxious weed controls. 


LFD The department is responsible for controlling weeds along all state and federal highways. In support of 
COMMENT this responsibility, the department contracts for weed control along roadways in each county. The 


department must also provide certification that sand and gravel stockpiles are free of noxious weeds. 
This position would coordinate roughly $835,000 in weed control contracts each fiscal year. 





DP 8 - Highway Lighting Agreement - The executive requests funding contracted services for maintenance of roadway 
lighting. This request would provide funding to maintain an additional 2,320 luminaries in addition to the roughly 5,100 
luminaries currently under contract. . 


Language Recommendations 
The following language is recommended for HB 2: 


"All appropriations in the maintenance program are biennial." 
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|| Proprietary Rates 


\ Program Description 


| The State Motor Pool operates and maintains a fleet of vehicles available to all state offices and employees who conduct 
| official state business. The State Motor Pool has two basic components: 1) the daily rental fleet; and 2) the out-stationed 
| lease fleet. The daily rental program operates out of the Helena headquarters facility and provides vehicles for short- 
| term use. The leasing program provides vehicles for extended assignment to agencies statewide. The program has 6.0 
i FTE. . 


Revenues and Expenses 
The State Motor Pool is responsible for expenditures associated with the acquisition, repair, maintenance, and routine 


_ operating costs for a fleet of 640 vehicles. The operating costs and revenues for the fleet are functionally tied to the 


travel requirements of the various user agencies. The program has increased from 318 units in fiscal 1994 to 640 in 


| fiscal 2000. During that time, mileage increased from 4.1 million to 10.2 million miles; the program projects an 
_ additional 2.5 million miles by the end of fiscal 2003. This growth in the number of miles traveled is largely due to the 
| practice of the Office of Budget and Program Planning requiring agencies to lease new vehicles from the State Motor 
| Pool instead of allowing agencies to purchase vehicles directly. 


The program uses loans from the Board of Investments (BOD) to fund vehicle purchases. Interest rates on BOI loans are 
adjusted annually and vary from one purchase cycle to the next. The outstanding loan balance and interest and principal 
payments have the greatest impacts on motor pool rental rates. Rental rates are set to recover sufficient revenue to meet 


| loan principal and interest payments, operating costs, and allow maintenance of no more than a 60-day working capital 


balance. If the program does not generate sufficient revenue to make interest and principal payments, assets would have 
to be sold to satisfy the loan obligations. 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number Fund Name Agency Number Agency Name Program Name 
06506 Motor Pool - Internal Service 5401 Department of Transportation 
Fund Balance Information 
Estimated Estimated Estimated 
FY96 FY97 FY98 FY99 FY0O FY01 FY02 FY03 
Beginning Retained Earnings 1,173,725 1,168,189 1,174,795 1,118,590 1,372,393 1,949,363 1,949,363 2,618,689 
Increases ; 
Fee Revenue 806,915 895,273 1,531,161 2,358,610 3,430,397 2,786,737 4,117,774 4,901,378 
Investment Earnings e : S - = = = = 
Transfers In 
Miscellaneous, operating - : - - - : - 
Miscellaneous, other 33,510 194,949 - - 5,182 152,359 150,000 150,000 
Total Increases 840,425 1,090,222 1,531,161 2,358,610 3,435,579 2,939,096 4,267,774 5,051,378 
(Decreases) 
Personal Services 169,812 175,502 203,622 224,626 204,463 219,396 238,258 245,406 
Operations 676,149 885,198 1,109,032 1,504,180 2,398,824 2,286,590 2,809,952 3,147,135 
Transfers Out - - - - - - - - 
Miscellaneous, operating - 22,916 211,880 377,199 393,058 433,110 550,238 577,714 
Miscellaneous, other - - 46,753 1,862 22,895 : ‘ - : 
Total Decreases 845,961 1,083,616 1,571,287 2,107,867 3,019,240 2,939,096 3,598,448 3,970,255 
Adjustments to Beginning Retained 
Earnings - - (16,079) 3,060 160,631 - : - 
Ending Retained Earnings 1,168,189 1,174,795 1,118,590 1,372,393 1,949,363 1,949,363 2,618,689 3,699,812 
Total Contributed Capital 1,302,905 10,086 10,086 - - - - - 
Total Fund Equity 2,471,094 1,184,881 1,128,676 1,372,393 1,949,363 1,949,363 2,618,689 3,699,812 
Unreserved Fund Balance 
60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
6) 140,994 180,603 254,089 351,001 499,391 489,849 599,741 661,709 


Revenue is generated through rentals and sales of surplus assets. Vehicle rental rates provide the majority of the revenue 
for the program. The motor pool also receives revenues resulting from accident damages reimbursed by private 
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individuals or insurance companies. The amount generally covers the expenditures to repair the damage. 

The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund 06506 shows historical and projected 
revenues, expenses, fund equity, and retained earnings for the State Motor Pool internal service fund. The report has 
been modified since the Executive Budget was transmitted to the Legislative Fiscal Analyst to correct an error in the 
report. This error is discussed further in the LFD Issue following the proposed rates. 


Rate Explanation 

The motor pool rental rates are based on a two-tiered rate structure. Users pay a usage rate and a possession rate. The 
usage rate is charged for actual miles driven and allows the program to recover variable costs directly related to the 
operation of the vehicle, such as repair labor and parts, fuel, lubricants, tires, and tubes. The possession rate allows the 
program to cover fixed costs associated with state ownership, such as insurance, principal and interest payments on BOI 
loans, depreciation, and other indirect expenses. The two-tiered rate structure is proposed for the 2003 biennium to: 1) 
provide adequate revenue to make loan payments and other cost obligations; and 2) provide equity among all vehicles 
classes so that one vehicle class does not subsidize another vehicle class. During the 2001 biennium, the legislature 
approved rates based on the higher of a per mile rate or a daily rate imposed if a vehicle traveled less that 33 miles per 
day. 


The rates for the 2003 biennium using the two-tiered structure would be applied as follows for the two components of the 
motor pool: 


Daily rental: 

Cost (per occurrence) = (HR x AR) + (AM x MR), 
Out-stationed lease: 

Cost (annual) = (2920 x AR) + (AM x MR), 


where: 

HR = number of hours the vehicle was used (maximum of 8 hours for each day of use, including weekends); 
AR = per hour assigned rate; 

AM = actual miles traveled 

MR = per mile operated rate. 


The rates proposed by the State Motor Pool in the Executive Budget are listed on Table 7A. 


Table 7A 
State Motor Pool Requested Rates 
2002 2003 
Vehicle Assigned Rental Per Hour) SPer Mule PerHour Per Mile 


Class Description Hours Assigned Operated Assigned Operated 
02 Small Utilities 2920 1.597 0.022 1.600 0.022 


04 Large Utilities 2920 2.116 0.056 2335 0.056 
06 Passenger Cars 2920 1.501 0.054 1.643 0.054 
07 Small or Std Size Pickups 2920 1.270 0.030 1.260 0.030 
11 Large 4X4 Pickups 2920 1.832 0.056 2.334 0.056 
12 Vans 2920 1.449 0.071 1.632 0.071 
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Subsequent to submission of the Executive Budget to the Legislative Fiscal Analyst (LFA), an error was 
identified in the methodology for determining the State Motor Pool rates. Because of this error, the rates 
previously proposed would leave the program short of revenues by $331,319 in fiscal 2002 and $357,319 in 
_| fiscal 2003. Instead of approving the rates presented in Table 7A, the motor pool requests that the legislature approve 
| | the rates shown on Table 7B. The newly proposed rates would, on average, correspond to increases of 26.46 percent in 
| | fiscal 2002 and 35.58 percent in fiscal 2003 from the base year rates. 


LFD 
ISSUE 





Table 7B 
The rates that were included in the State Motor Pool Requested Rates 
original Executive Budget submission 2002 2003 


Vehicle Assigned Rental Per Hour ‘Per Mile Per Hour Per Mile 
ere used to allocate fixed costs and 
if Class Description Hours Assigned _ Operated Assigned __ Operated 


inflate budgets for agencies that use Small Utilities 2920 1.597 0.104 1.600 0.104 
motor pool rentals and leases. If the Large Utilities 2920 2.116 0.104 2.335 0.104 


lesislature approves the new rates Passenger Cars 2920 1.501 0.072 1.643 0.072 
8 PP i Small or Std Size Pickups 2920 1.270 0.108 1.260 0.108 


adjustments would be needed in all Large 4X4 Pickups 2920 1.832 0.108 2.334 0.108 
agencies in order to receive budget Vans 2920 1.449 0.108 1.632 0.108 
authority to pay the higher rates. 


The legislature has four options regarding the State Motor Pool rates: 
e approve the new rates and recommend increases to all related budgets; 
e approve the new rates and recommend that no changes be made to the corresponding budgets in other 
agencies; 
approve the original rates as included in the Executive Budget; or 
approve rates other than those proposed. 





Significant Present Law 


PL1: Vehicle Acquisition - The program would replace 111 vehicles in fiscal 2002 and 110 vehicles in fiscal 2003. The 
executive also recommends increasing the out-stationed vehicle fleet by 138 vehicles in fiscal 2002 and by 56 vehicles in 
fiscal 2003. Units to be replaced will have reached their anticipated economic life at the time of replacement. 


Rate Impact: Please refer to the LFD Issue following the adjustment descriptions for a discussion of the relationship 
between the proposed initiatives and the proposed rates for the State Motor Pool. 


The motor pool manages the fleet used for daily rentals and outstation leases as one fleet. Leased 


HOD a noe : 
vehicles of similar classes are rotated between users within agencies, across agencies, and between the 


COMMENT 


daily rental pool and the leased fleet to balance usage and mileage. The motor pool fleet has grown 
from 180 vehicles in 1990 to 640 vehicles in fiscal 2000. The fleet would grow to 834 vehicles by the end of the 2003 
biennium with the acquisition of the new vehicles proposed in the Executive Budget. 





PL2: Overtime for Motor Pool - The executive requests overtime and differential pay at the base level plus associated 
benefits. 


- Rate Impact: Please refer to the LFD Issue following the adjustment descriptions for a discussion of the relationship 
between the proposed initiatives and the proposed rates for the State Motor Pool. 


PL3: Operating Costs - This request would fund increases for operating costs resulting from the expanded daily rental 
and out-station leased vehicle fleets. Increases are primarily due to additional parts and increased motor fuel costs. 
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Rate Impact: Please refer to the LFD Issue following the adjustment descriptions for a discussion of the relationship 
between the proposed initiatives and the proposed rates for the State Motor Pool. 


PL4: Increase in Interest Payment - This request would fund increases in interest costs for operating loans from the 
Board of Investment (BOT). Operating loans have increased as a direct result of the expansion of the motor pool fleet for 
both daily rentals and agency assigned leased vehicles. 


Rate Impact: Please refer to the LFD Issue following the adjustment descriptions for a discussion of the relationship 
between the proposed initiatives and the proposed rates for the State Motor Pool. 


New Proposals 


NP1: Motor Pool Reservation System - This request would fund the acquisition of an automated vehicle reservation 
system for the Helena motor pool fleet. The system would allow users to schedule a vehicle on-line electronically, and 
would free staff from spending time on the telephone and manually scheduling reservations to perform other duties, 
which have increased with fleet growth. 


Rate Impact: Please refer to the LFD Issue following the adjustment descriptions for a discussion of the relationship 
between the proposed initiatives and the proposed rates for the State Motor Pool. 


NP2: Equipment/Motor Pool Management System - The executive recommends replacing the Motor Pool Management 
System (MPMS) with a new management system integrated with the Equipment Management System (EMS). The 
MPMS resides on a computer environment that is obsolete and cannot be easily adapted to new technology. The system 
would be replaced with a system that uses current computer technology and standards. 





Rate Impact: Please refer to the LFD Issue following the adjustment descriptions for a discussion of the relationship 
between the proposed initiatives and the proposed rates for the State Motor Pool. 


LFD Statewide Budgets for Motor Pool Payments 
ato The Executive Budget includes allocations for payments to the motor pool through two expenditure codes for 
totals of $6.4 million for fiscal 2002 and $7.3 million for fiscal 2003. The base for these motor pool 
payments was $4,022,306. The budgets for motor pool payments include increases of 58.3 percent in fiscal 2002 and 
82.6 percent for fiscal 2003. As stated earlier, the Executive Budget rates were determined with the anticipation that the 
out-stationed motor pool fleet would grow by 194 vehicles. 





The primary factor for the growth of the out-stationed fleet is the practice of the Governor's budget office to approve new 
or replacement vehicles for agencies by increasing the out-stationed lease program instead of approving agency vehicle 
purchases of vehicles. As such, there should be a corresponding decrease in agency budgets to purchase vehicles and for 
vehicle operating and maintenance costs. On a statewide level, this is not the case: total HB 2 budgets are higher in 
fiscal 2002 and fiscal 2003 than in the base. HB 2 budgets for vehicle purchases increase by 13.8 percent in fiscal 2002 
and by 17.2 percent in fiscal 2003, while HB 2 budgets for operating and maintenance costs increase by 10.7 percent in 
fiscal 2002 and by 8.6 percent in fiscal 2003. 


Budget Initiative Impacts on Rates 
Several factors make it difficult to identify the direct impact each budget initiative has on changes in rates between the 
2001 biennium and the 2003 biennium: 
e the proposed rate structure has changed from a single rate per vehicle class to a two-tiered rate for each class of 
vehicles; 
e during the 2001 biennium the motor pool fleet was grouped into four vehicle classes; the fleet is grouped into six 
classes for the 2003 biennium; and 
e the motor pool relies on loans from the Board of Investments to finance capital acquisitions. Loans are repaid in 
five years. 
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LFD Table 7C shows how the rate for each class of vehicle changed from the base rate to the new rate proposed 

Tea hD after the Executive Budget was submitted to the LFA. For fiscal 2002, the table shows that rates increase 

a from 3.2 percent for class 02 to 62.1 percent for class 11. For fiscal 2003, the rate increases range from 3.3 

percent for class 02 to 97.9 percent for class 11. The composite rate increases are 29.1 percent for fiscal 2002 and 40.2 

percent for fiscal 2003 over the rates the legislature approved for fiscal 2000. The composite rate increases factor in the 

number of vehicles in each class during fiscal 2000. The change was determined by comparing the revenue that would 

be generated by each rate using the fiscal 2000 average miles traveled for each class and 2920 hours for the assigned time 
rates in the 2003 biennium. 

Table 7C The motor pool manages the daily rental fleet and out-stationed 

Motor Pool Rates lease fleet as a single fleet. The operating costs for the program 

Rate Changes by Class of Vehicles can be divided into two categories: 
Vehicle — 2000 2002 Rates 2003 Rates e fixed costs - costs that can not be directly tied to the 


Class) Mileage “Rates 7 Reyenuc ) -hange Revenue etenec e of vehicles, including insurance, facility rent, and 
02 16127 $6,144 $6,340 3.2% $6,349 3.3% uses ; 8 " y i 


04 16127 6,144 7,856 27.9% 8495 38.3% loan payments, and 
06 14690 4,275 5,441 27.3% 5,855 37.0% variable costs - costs that are directly related to the use 


07 12068 = 4,103 5,012, 22.1% = 4,983 21.4% of vehicle, such as gasoline, tires, and oil. 
1 12068 4,103 6,653 62.1% 8,119 97.9% 


12 11691 4,267, 5,494 28.7% 6,028 + 41.3% | The two-tiered rate structure is proposed in order to more 
closely tie rental payments to cost categories. The usage rate 
covers variable costs and the assigned time rate covers fixed 
The estimated revenues were calculated using the fiscal 2000 mileages | costs. Table 7D shows the relationship between the factors 
for each class to determine the fiscal years 2002 and 2003 per vehicle causing the increase in program expenditures over the base 
revenues and the assumption that the vehicles would be used for 2920 dit ath vat Th Tati hin bet . 
hours per year (365 days at 8 hours per day). The weighted average BA PORCHES arn , aS PFOpOs¢ ee Cat oie 
increase for all vehicles was calculated using the fiscal 2000 vehicle each separate initiative and the growth of rates cannot be 


counts for each class. uniquely determined as the table attempts to show. This is 


Weighted average increase 29.1% 40.2% 


because many of the initiatives are related to other initiatives. 
For example, the initiative to purchase vehicles increases loan principal payments and the amount of interest the program 
would pay on the loans to purchase the vehicles. More vehicles would also increase the depreciation expense and the 
costs involved in operating and maintaining the fleet. 


Table 7D 


Motor Pool Expenses Impacting Rates 
Fixed Cost Variable Cost Total Expenses Percent of Total Impact of Rate 

2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 
PL1 (vehicles) $ 545,313 $ 1,182,103 $ 545,313 $1,182,103. 409% 494% 11.9% 19.8% 
PL4 (interest) 152,688 300,451 152,688 300,451 11.5% Some eG 5.0% 
Depreciation new vehicles 310,663 484,744 310,663 484,744 PSY 20.2% 6.8% 8.1% 
PL3 (operating costs) 205,000 260,000 205,000 260,000 15.4% 10.9% 4.5% 4.4% 
PL2 (overtime) 2,408 2,408 2,408 2,408 0.2% 0.1% 0.1% 0.0% 
NP 1 (reservation system) 37,500 37,500 37,500 37,500 2.8% 16% 0.8% 0.6% 
NP2 (E/MP management system) 37,500 37,500 37,500 37,500 2.8% 1.6% 0.8% 0.6% 
Statewide personal service 30,876 32,051 30,876 B25oil 2.3% 1.4% 0.7% 0.5% 
Inflation/fixed cost allocations 10,186 57,747 10,186 57,747 0.8% 2.4% 0.2% 1.0% 


$1,127,134 $2,135,004 $205,000 $260,000 $1,332,134 $ 2,395,004 29.1% 40.2% 


Base 510,014 511,689 708,851 708,851 1,218,865 1,220,540 
Depreciation existing fleet 1,431,750 1,557,056 1,431,750 1,557,056 


Total Motor Pool Expenses (LFD) $ 3,068,898 $4,203,749 $913,851 $968,851 $3,982,749 $5,172,600 


Percent of Total Expenses 77.1% 81.3% 22.9% 18.7% 


Table 7D shows that the fiscal 2002 rate would increase by 11.9 percent to pay the increased principal payments for 
vehicles purchased in fiscal 2002. In total, the 2002 rates would increase by nearly 26.5 percent because of the growth of 
the fleet. 
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If the legislature wishes to change the number of vehicles included in the motor pool rate request, the 
LFD ISSUE ; ; 
(Continue) following actions would be needed: 


the motor pool would need to calculate new rates for approval by the legislature; 
adjustments to the budgets for payments to the motor pool would need to be determined an approved by the 
legislature; and 
the legislature should consider whether the budgets for programs requesting vehicles should be adjusted to allow the 
programs to purchase and maintain the vehicles. 














Language Recommendations 
“The motor pool program may charge rates necessary to establish and maintain a 60-day working capital balance to 
operate the program.”’ 


17-7-123, MCA, directs the legislature to approved fees and charges for services provided by internal service 

funds. As stated in the LFD Issue included in the Agency Issues Section for the Department of 

| Administration, legislative approval of a 60-day working capital rate is meaningless and does not satisfy the intent for 

| which the requirement was established. As such, the legislature may wish to forego approving the language and 
approved the specific rates proposed for each class of vehicle. 


| Language proposed by the executive conflicts with the specific rates also proposed by the executive. Section 
ISSUE 
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Proprietary Rates 


Program Description 

The Equipment Program is responsible for the acquisition, disposal, and repair and maintenance of a fleet of 
approximately 4,000 individual units used by other programs of the Department of Transportation. The fleet is 
comprised of light duty vehicles, single and tandem axle dump trucks, specialized snow removal units, roadway 
maintenance units, and other specialized equipment. The program has 120.0 FTE. 


Revenues and Expenses 

The Equipment Program fleet size is projected to increase over the 2003 biennium because the department will be taking 
over maintenance of secondary roads. The program is requesting 2.0 additional FTE due to the increase in fleet size. 
Operation costs and revenue for the fleet are functionally tied to the severity of the winter, construction program 
workload, and travel requirements of the various department users. Annual mileage and hours of usage can vary 
significantly. The program anticipates an increase in miles of travel and hours of usage due to the secondary road 
program. Additional funding would be used to cover the increased expenditures for fuel, cutting edges for snowplows, 
and repair parts anticipated as a result of the increased usage. 


The program rental rates are set to recover sufficient revenue to purchase assets, cover normal operating expenses, and 
maintain no more than a 60-day working capital balance. Revenue is generated through rental rates, sale of surplus 
assets, and damage settlements. The primary source of revenue is user rentals charged for the use and possession of 
vehicles and equipment. 


The Equipment Program is internal to the Department of Transportation. The cash flow is dependent on the rental 
revenue received and from the auction proceeds of fleet units sold. Rental revenue varies with the season, weather 
conditions, and workloads. If there is a light winter season, there is low use and little revenue. If there is a heavy winter 
season, there is high use and additional rental received. The program cash balance is generally less than the allowable 
60-day working capital balance. With less than 60 days of working capital, the program does not have sufficient cash to 
cover obligations that must be met at the beginning of each fiscal year. To meet those obligations, the program 
negotiates an inter-entity loan from the Construction Program. The loan covers day-to-day operating expenses and the 
annual insurance payment until revenues have a chance to catch up with expenses. The loan is repaid by fiscal year end. 
The program rental rates will generate sufficient revenue to purchases assets and cover normal operating expenses, 
without exceeding the 60-day working capital balance. 


The historical and projected revenues, expenses, retained earnings, and fund equity are shown on the Report on Internal 
Services & Enterprise Funds, 2003 Biennium for fund number 06508. | 


Rate Explanation 

Rental rates are based on a two-tiered rate structure. Users pay a usage rate and a possession rate. The usage rate is 
charged for actual miles driven or actual hours of operation and allows the program to recover variable costs directly 
related to the operation of the vehicle or piece of equipment, including repair labor and parts, fuel, lubricants, tires, and 
tubes. The possession rate allows the program to cover fixed costs associated with state ownership of the vehicle, 
including insurance, interest, principal payment, depreciation, and other indirect expenses. Rental rates are adjusted 
yearly. The rates are based on the actual operating costs for each subclass during the base rental period. These costs are 
adjusted to reflect changes in operations or changes in operating costs from the base. The financial position of the 
program is also considered during the rate development process in order to maintain a working capital balance that will 
not exceed the 60-day maximum working capital balance requirement. 


The 1999 legislature approved 60-day working capital rates for all vehicles and equipment provided by the program. 
The Equipment Program is requesting that the legislature approve a 60-day working capital rate for the 2003 biennium. 


DEPARTMENT OF TRANSPORTATION A-98 EQUIPMENT PROGRAM 





| DEPARTMENT OF TRANSPORTATION 08-EQUIPMENT PROGRAM 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number Fund Name Agency Number Agency Name Program Name 
06508 Highway Equipment - Internal Service 5401 Department of Transportation 


Fund Balance Information 
Estimated Estimated Estimated 
FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03 
Beginning Retained Earnings 39,849,293 39,506,641 40,427,974 38,748,613 39,935,458 28,331,024 28,425,921 28,870,115 
Increases 
Fee Revenue 13,445,869 16,570,149 14,558,757 16,116,523 15,543,287 16,809,659 18,985,695 19,051,232 
Investment Earnings : - - - - - - 
Transfers In - - - - - - 
Miscellaneous, operating 310,525 189,916 123,333 68,941 2,015 - - - 
Miscellaneous, other 264,419 182,718 403,229 104,951 136,764 100,000 100,000 100,000 
Total Increases 14,020,813 16,942,783 15,085,319 16,290,415 15,682,066 16,909,659 19,085,695 19,151,232 























(Decreases) 
Personal Services 4,123,205 4,319,740 4,390,961 4,609,577 4,919,629 4,985,991 5,157,491 5,186,658 
Operations ~ 10,208,680 11,701,710 10,212,998 10,497,393 12,226,870 11,828,771 13,484,010 13,489,132 
Transfers Out - - z S = a 
Miscellaneous, operating - - : i 
Miscellaneous, other 


- - : Ps. 16,131 : ; 
Total Decreases 14,331,885 16,021,450 14,603,959 15,106,970 17,162,630 16,814,762 18,641,501 18,675,790 


Adjustments to Beginning Retained 
Earnings (31,580) - (2,160,721) 3,400 (10,123,870) - - - 
Ending Retained Earnings 39,506,641 40,427,974 38,748,613 39,935,458 28,331,024 28,425,921 28,870,115 29,345,557 
Total Contributed Capital 1:957,155 2,600,979 2,670,817 2,796,642 7,138,843 19,248,692 19,248,692 19,248,692 
Total Fund Equity 41,463,796 43,028,953 41,419,430 42,732,100 35,469,867 47,674,613 48,118,807 48,594,249 
Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by d 
2,388,648 2,670,242 2,433,993 2,517,828 2,857,750 2,802,460 3,106,917 3,112,632 


Requested Rates for Internal Service 

Funds The fee charges will not be done till the actual Fiscal Year the rates pertain to. These rates will be supported 
by the EMS system. This same procedure has been used current with past practice. 
The Equipment program may charge rates necessary to establish and maintain a 60 day working capital 
balance to operate the program. 





Significant Present Law 


PL1: Vehicle Equipment Replacement - The executive recommends funding to replace fleet equipment items that are 
projected to be at the end of their economic lives during the 2003 biennium. This adjustment reflects a decrease from the 
base because the base included equipment purchases to startup the secondary roads maintenance program. These 
purchases will not be needed in the 2003 biennium. The department replaces equipment units when the economic life of 
the unit has been reached. The end of economic life is the point when it is more cost effective to replace the unit than to 
repair it. The program addresses replacement requirements in three major groups: 1) light-duty core equipment; 2) 
heavy-duty core equipment; and 3) other specialized equipment. 

e Light-duty core equipment includes: cars, pickups, and other passenger type units used by department programs 
for the transportation of personnel in the performance of their duties. 

e Heavy-duty core equipment includes: units used for snow removal, such as plow trucks with sanders and plows, 
motor patrols used to cut ice pack in the winter or blade roadway surfaces in the summer, snow blowers used to 
remove large drifts from the roadway or to load snow into trucks when snow has to be hauled from urban streets; 
loaders used to load sand in the winter and other aggregates in the summer; and deicing chemical storage and 
dispensing units. 

e Other specialized equipment includes mowers, trailers, sweepers, and safety equipment such as arrow and 
message boards. 
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DEPARTMENT OF TRANSPORTATION 08-EQUIPMENT PROGRAM | 


PL2: Adjustment in Operating Expenses - This adjustment would fund an increase in operating costs rising as a direct 
result from the assumption of maintenance responsibilities for paved secondary roads. The program purchased 
equipment items including mowers, loaders, crack sealers, graders, 92 tandem trucks, truck and loader mounted snow 


blowers, and trailers to accommodate the various department programs affected by the secondary road program. These — 
purchases would increase the base budget amount to operate and maintain the increased fleet size. Adjustments are for | 


operating items such as: fuel, oil, filters, lube changes, mower blades, and cutting edges. 


PL3: Overtime for Equipment - The executive requests overtime and differential pay at the base level plus associated 
benefits. 


New Proposals 


NP1: New Equipment/Motor Pool Management - The executive recommends replacing the Equipment Management 
System (EMS) with a new management system integrated with the Motor Pool Management System (MPMS). The EMS 
resides on a computer environment that is obsolete and cannot easily be adapted to new technology. The system would 
be replaced with a system that uses current computer technology and standards. 


NP2: Vehicle _& Equipment Mechanics - This request would fund the addition of 2.00 FTE grade 10, 
machinist/mechanics to address workload issues resulting from the equipment fleet expansions to support the expanded 
federal-aid construction program and the assumption by the department of maintenance on paved secondary roads. The 
Equipment Program fleet has increased by approximately 50 vehicles to meet the needs of the expanded federal-aid 
construction program. The assumption of maintenance on paved secondary roads will add approximately 150 more units 
to the fleet. This request would provide staff to maintain equipment added to support these programs. 


Language Recommendations 


“The equipment program may charge rates necessary to establish and maintain a 60-day working capital balance to 
operate the program.” 
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Program Proposed Budget 


Base PL Base New Total Pe Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE 112.63 0.00 0.00 112.63 0.00 Q 112.63 112.63 
Personal Services 3,958,614 158,627 0 4,117,241 181,505 0 4,140,119 8,257,360 
Operating Expenses 839,889 62,793 19,200 921,882 63,974 13,000 916,863 1,838,745 
Equipment 0 0 0 0 0 0 0 0 
Total Costs $4,798,503 $221,420 $19,200 $5,039,123 $245,479 $13,000 $5,056,982 $10,096,105 
State/Other Special 4,798,503 221,420 19,200 5,039,123 245,479 13,000 5,056,982 10,096,105 


Total Funds $4,798,503 $221,420 $19,200 $5,039,123 $245,479 $13,000 $5,056,982 $10,096,105 





Program Description 

The Motor Carrier Services Division enforces state and federal commercial motor carrier laws including laws on vehicle 
size and weight, insurance, licensing, fuel, and vehicle and driver safety. The Licensing and Permit Bureau registers 
interstate fleet vehicles, issues commercial vehicle licenses, issues oversize/overweight permits, and collects and 
distributes fees and taxes. The Enforcement Bureau operates a statewide weigh station and mobile enforcement program 
and assigns uniformed officers to inspect commercial vehicles for compliance with state and federal safety, registration, 
fuel, insurance and size/weight laws. 


Funding 
The Motor Carrier Services Division is funded by the highways state special revenue fund, which receives revenue from 
highway user fees such as motor fuel taxes and gross vehicle weight fees. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 219,670 
Vacancy Savings (113,348) 
Inflation/Deflation 

Fixed Costs 


Total Statewide Present Law Adjustments $108,364 $132,264 


DP 1 - Overtime/Differential 

0.00 52,305 52,305 ! 52,305 52,305 
DP 2 - Credit Card Charge Fees 

0.00 20,000 20,000 3 20,000 20,000 
DP 3 - Enforcement Minor Equipment 

0.00 0 9,288 9,288 i 9,288 9,288 
DP 4 - MCS Repair & Maintenance Increase 

0.00 0 10,000 10,000 i 10,000 10,000 
DP 5 - Equipment Rental 

0.00 0 21,463 21,463 : 21,6 21,622 


Total Other Present Law Adjustments 
0.60 $0 $113,056 $113,056 Hl $113,215 $113,215 





Grand Total All Present Law Adjustments $221,420 $245,479 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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DEPARTMENT OF TRANSPORTATION 22-MOTOR CARRIER SERVICES DIV. 


DP 1 - Overtime/Differential - The executive requests an adjustment for overtime and differential pay. This adjustment 
is based on a three-year average from fiscal 1997 through fiscal 1999 actual overtime and differential expenditures. 


DP 2 - Credit Card Charge Fees - This adjustment would fund increases for credit card merchant fees resulting when 
motor carriers use credit cards to pay for licenses, registrations, and permits. 


LFD Base year credit card merchant fees were nearly $32,000. This request is for an increase of 63 percent 
Sevivionum ov the base. More motor carriers are purchasing permits using the Montana On-line Tax and 


Reporting System and more are making payments with credit cards. The 1999 legislature directed the 


program to provide a report to the legislature detailing the use of the Internet for permits, satisfaction of users with 
training on how to use the system, and the growth of credit card fees. For more on the reports required by the legislature, 
please refer to the heading titled "Reports Required by the 1999 Legislature" that is contained in Agency Discussion 
Section of this report. 


DP 3 - Enforcement Minor Equipment - This adjustment would fund increases in the cost of replacement equipment used 
by motor carrier weigh station and mobile enforcement personnel. 


DP 4 - MCS Repair & Maintenance Increase - The executive requests an adjustment to fund increases in the cost of 
maintaining and repairing static (permanent) scales, portable scales, slow-speed weigh-in-motion, high speed weigh-in- 
motion, and automated vehicle identification (AVI) equipment. 


DP_5 - Equipment Rental - This request would fund the program's share of proposed increases to be made by the 
department's Equipment Program. 


New Proposals 


State Federal State Federal 
Program General Special Special General Special Special 


DP 1 - IRP Clearinghouse Dues 
0.00 0 13,000 
DP 2 - Laptop Computers for the MOVE Progr 
22 0.00 0 6,200 


Total 0.00 $0 $19,200 
New Proposals 


DP_1 - IRP Clearinghouse Dues - This request would fund costs for the International Registration Plan (IRP) 
Clearinghouse. 





Montana was a pilot jurisdiction for the Clearinghouse Project and as such, federal funds paid for Montana's 

participation. The pilot phase has been completed; to continue participation the department must now pay for 
the service. The department states that failure to participate in the IRP Clearinghouse would keep Montana from 
achieving CVISN (Commercial Vehicle Information System Network) Level 1 Deployment Status. CVISN is a federal 
commercial vehicle safety initiative. The department further states that they have been informed that if a state fails to 
meet Level 1 Status, various sources of federal funds will no longer be available to the state. 


The IRP Clearinghouse provides the capacity for electronic IRP fund transfer for participating jurisdictions. 
ISSUE 


The legislature may wish to request that the department clarify which and how much federal funds the state currently 
receives would be in jeopardy if Montana does not meet Level | Statute. 
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i DEPARTMENT OF TRANSPORTATION 22-MOTOR CARRIER SERVICES DIV. 


| DP 2 - Laptop Computers for the MOVE Program - This request would fund the purchase of two laptop computers for 
|| the Mobile Officer Vehicle Enforcement (MOVE) program. The MOVE program involves a team of three Motor Carrier 
| Services officers who would travel the state and use a travel trailer as a portable weigh station in areas where there are no 
| fully staffed permanent weigh stations. The laptop computers would be used by the MOVE team to access the computer 
| programs and databases used by permanent facilities to issue permits and conduct weight enforcement, safety 
: inspections, and dyed fuel inspections. 
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DEPARTMENT OF TRANSPORTATION 40-AERONAUTICS PROGRAM 


Program Proposed Budget 
Base PL Base New Total Pi Base New Total Total, 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 - _ Fiscal 02-03 


FTE 10.00 0.00 é 10.00 0.00 : 10.00 10.00 


Personal Services 377,421 33,363 410,784 34,906 412,327 823,111 
Operating Expenses 324,931 65,851 390,782 90,267 415,198 805,980 


1,105 18,500 19,605 10,000 11,105 30,710 
58,550 641,450 700,000 (58,550) 0 700,000 
15,143 0 15,143 0 15,143 30,286 
Total Costs $777,150 $759,164 $1,536,314 $76,623 $853,773 $2,390,087 


State/Other Special 712,150 738,664 1,450,814 56,123 708,273 2,219,087 
Federal Special 65,000 20,500 85,500 20,500 85,500 171,000 


Total Funds $777,150 $759,164 $1,536,314 $76,623 $853,773 $2,390,087 





Program Description 

The Montana Aeronautics Division: 1) facilitates the maintenance of airports and the various components of airport 
infrastructure, including visual and electronic navigational facilities and flying aids; 2) fosters, promotes, and supervises 
aviation and aviation safety through educational efforts and programs; 3) registers aircraft and pilots in accordance with 
Montana laws and regulations; and 4) coordinates and supervises aerial search and rescue operations. In accordance with 
the maintenance and safety aspects of the division's purpose, it administers a loan and grant program to municipal 
governments to provide funding for airport improvement projects. The Aeronautics Board approves all loans and grant 
requests and advises on matters pertaining to aeronautics. 


The division serves as a liaison between the State of Montana and various other entities including the U.S. Department of 
Transportation, the Federal Aviation Administration (FAA), other federal and state entities, and commercial airlines in 
order to assure the retention and continuation of airline service to the Montana's rural communities. The division is also 
responsible for operation of the air carrier airport at West Yellowstone and for 12 other state-owned airports. 


Funding 

The Aeronautics Program, excluding the operations of the West Yellowstone Airport, is funded by both state and federal 
special revenue funds. State special revenue funds are derived primarily from state aviation fuels taxes and aviation 
license fees. Federal special revenue funds comes from federal aviation administration grants. Operations of the West 
Yellowstone Airport are funded from an enterprise type proprietary fund with revenues that include local property taxes, 
rentals and leases, concession sales receipts, and landing fees. Because the proprietary funds do not require an 
appropriation, they are not included in the above table. 


For the 2003 biennium, state special revenue provides 92.8 percent of the program's funding and federal special revenue 
provides the remaining 7.2 percent. 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special Funds 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


. Total Statewide Present Law Adjustments $21,586 $23,890 


DP 1 - Overtime/Differential 
0.00 0 3,500 3,500 : 3,500 3,500 
DP 2 - Airport Development Grants 

0.00 0 391,450 391,450 4 (58,550) (58,550) 
DP 3 - Increases Due to Recent Tax Legislation 

0.00 0 72,128 92,628 : 87,283 107,783 
DP 4 - Airport Pavement Preservation Grant 

0.00 0 250,000 250,000 4 0 0 


Total Other Present Law Adjustments 
0.00 $0 $717,078 $20,500 $737,578 : $32,233 $20,500 $52,733 


Grand Total All Present Law Adjustments $759,164 $76,623 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP _1 - Overtime/Differential - The executive requests overtime and differential pay at the base level plus associated 
benefits. 


DP 2 - Airport Development Grants - The executive recommends an adjustment to fund a grant program to 
municipalities for airport safety and development projects. This request is based upon applications received and funds 
available in an account statutorily designated for this purpose. The executive requests that the legislature designate 
funding for this request as a biennial appropriation. 


aan Funding for the grant program is provided by a $0.04 per gallon tax on aviation fuel. Section 67-1-301, 
MCA, designates $0.01 of this tax for providing grants to municipalities for airport development or 
COMMENT tbe 
improvement programs and to provide navigational aids, safety improvements, weather reporting 
services, and other aeronautical services for airports and landing fields and for the state's airways. 





DP 3 - Increases Due to Recent Tax Legislation - This adjustment would fund increases designed to restore programs 
reduced by the division during the base year due to a projected revenue shortfall. 








The revenue shortfall was the result of a technical oversight in legislation passed by the 1999 
legislature, which increased aviation fuel tax by one-cent per gallon (SB 205). The oversight resulted 
in the fuel tax increase being applied only to a temporary section of law when a permanent tax increase 
was intended. The legislature made permanent the one-cent per gallon aviation fuel tax increase during the May 2000 
special legislature by passing SB 11. This request would restore funding to the level authorized by the 1999 legislature. 


AY 






COMMENT 







DP 4 - Airport Pavement Preservation Grant - This request would fund a grant program designed to assist with pavement 
preservation projects at airports that support commercial air-carriers. The executive requests that the legislature 
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DEPARTMENT OF TRANSPORTATION 40-AERONAUTICS PROGRAM 


designate funding for this request as a biennial appropriation. 


ao ee ® Funding for the grant program is provided by a $0.04 per gallon tax on aviation fuel. Section 67-1-301, 
COMMENT MCA, designates that 25 percent of the amount collected from scheduled passenger air carriers is 


designated for the type of grants included in this request. 





Proprietary Rates 


Program Description 

The West Yellowstone Airport provides a fly-in gateway to the town of West Yellowstone. The airport is seasonal in 
operation and matches the peak tourist demand of the area from June Ist to September 30th. The airport serves as an 
Inter-Agency Fire Control Center and smoke jumpers and fire retardant bombers are located at the airport. Facilities 
include a terminal building that has as tenants a café, gift shop, two car rental agencies, a fixed based operation (FBO) 
serving general aviation, and Skywest Airlines. The operation of the West Yellowstone Airport is funded from an 
enterprise type proprietary fund. 


Revenues and Expenses 

Revenues for the operation of the West Yellowstone Airport are derived from landing fees, building space rental fees, 
fuel flowage fees, sales receipts, and non-aero rental fees. Expenses from the fund are for personal services for 1.29 FTE 
and operating expenses such as utilities, janitorial supplies, insurance, and facility maintenance. 


The fund balance is being increased to meet the state match requirement for a planned Federal Airport Improvement 
Project. 


The historical and projected revenues, expenses, retained earnings, and fund equity are presented in the Report of 
Internal Service & Enterprise Funds, 2003 Biennium for fund number 06007. 


Rate Explanation 

Fees for the services provided are market based. There are no increases planned in the 2003 biennium for landing fees, 
building fees, fuel flowage fees, sales receipts, and non-aero rentals. Because this is an enterprise type proprietary fund, 
the legislature does not approve rates. 
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Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number Fund Name Agency Number x Agency Name Program Name 
06007 West Yellowstone Airport 5401 Department of Transportation 


Estimated Estimated Estimated 
FY96 FY97 FY98 FY99 FY0O FY01 FY02 FY03 
Beginning Retained Earnings 244,515 (702,623) (673,792) (660,344) (641,200) (589,642) (580,250) (557,425) 
Increases 
Fee Revenue 9,322 34,323 43,516 41,868 8,341 8,000 8,000 8,000 
Investment Earnings - - - - - - - - 
Transfers In WATS 30,166 16,199 18,100 - - - - 
Miscellaneous, operating 78,273 56,140 57,149 60,997 129,432 133,300 130,000 130,000 
Miscellaneous, other (Note 1) - - - - - 94,703 - - 
Total Increases 104,710 120,629 116,864 120,965 137,773 236,003 138,000 138,000 


Fund Balance Information 





(Decreases) 
Personal Services 27,293 39,774 38,346 36,120 38,821 28,555 49,752 50,069 
Operations 104,260 52,024 56,207 65,701 42,414 198,056 65,423 65,343 
Transfers Out : : a Zs : x _ 
Miscellaneous, operating - = 2 = a S 5 
Miscellaneous, other - 1,029 5 2 = = 
Total Decreases 131,553 95,582 101,821 81,235 226,611 115,175 115,412 


Adjustments to Beginning Retained 

Earnings (920,295) (7,834) - (4,980) - - - 
Ending Retained Earnings (702,623) (673,792) (660,344) (641,200) (589,642) (580,250) (557,425) (534,837) 

Total Contributed Capital 1,346,111 1,351,111 1,345,111 1,345,111 1,345,111 1,345,111 1,345,111 1,345,111 
Total Fund Equity (Note 2) 643,488 677,319 684,767 703,911 755,469 764,861 787,686 810,274 

Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 6) 
21,926 15,300 15,759 16,970 13,539 37,769 


Note 1: Federal grant funds for airport facility/apron maintenance and upgrades ; 
Note 2: The runway and related improvements are not included. To date these have been viewed as infrastructure and are not recorded on SABHRS. 


esumatea esumaiea: 
FEE/CHARGE DESCRIPTION FY98 FY99 FY0O FY01 FY02 FY03 
FEE/CHARGE FEE/CHARGE FEE/CHARGE FEE/CHARGE FEE/CHARGE FEE/CHARGE FEE/CHARGE FEE/CHARGE AUTHORITY 


Landing Fees - Scheduled Air Carriers $0.50/1000 Ibs + $0.50/1000 Ibs $0.50/1000 Ibs $0.50/1000 lbs $0.50/1000 Ibs $0.50/1000 Ibs $0.50/1000 lbs $0.50/1000 lbs Market Based 


anding Fees - Other Uses 11,000-31,250 Market Based 
Ibs $25 $25 $25 $25 $25 $25 $25 $25 


anding Fees - Other Uses >31,250 Ibs $0.80/1000 Ibs $0.80/1000 Ibs $0.80/1000 Ibs $0.80/1000 Ibs $0.80/1000 Ibs $0.80/1000 Ibs $0.80/1000 Ibs $0.80/1000!bs Market Based 
Fuel Flowage Fees (0015) $0.06/gallon $0.06/gallon $0.06/gallon $0.06/gallon $0.06/gallon $0.06/gallon $0.06/gallon $0.06/gallon Market Based 
Building Leases - Car Rental per month $1.55/sq. ft. $1.55/sq. ft. $1.55/sq. ft. $1.55/sq. ft. $1.55/sq. ft. $1.55/sq. ft. $1.55/sq. ft. $1.55/sq. ft. Market Based 
Building Leases - FBO's & Tours per month $1.2975/sq.ft. $1.2975/sq.ft. $1.2975/sq.ft. $1.2975/sq.ft. $1.2975/sq.ft. $1.2975/sq.ft. $1.2975/sq.ft. $1.2975/sq.ft. Market Based 
Building Leases - Airlines per month $1.8908/sq.ft. $1.8908/sq.ft. $1.8908/sq.ft. $1.8908/sq.ft. $1.8908/sq.ft. $1.8908/sq.ft. $1.8908/sq.ft. $1.8908/sq.ft. Market Based 
Building Leases - U/G Storage per month $0.025/sq. ft. $0.025/sq. ft. $0.025/sq. ft. $0.025/sq. ft. $0.025/sq. ft. $0.025/sq. ft. $0.025/sq. ft. $0.025/sq,. ft. Market Based 
Building Leases - Hanger Ground per year $0.05/sq. ft. $0.05/sq. ft. $0.05/sq. tt. $0.05/sq. ft. $0.05/sq. ft. $0.05/sq.ft. $0.05/sq. ft. $0.05/sq.ft. Market Based 

ax Transfer 





$15,000 est. $15,000 est. $15,000 est. $15,000 est. $15,000 est. $15,000 est. $15,000 est. $15,000 est. 15-23-106 MCA 
Sales Receipts - Car Rental 10% of gross 10% of gross 10% of gross 10% of gross 10% of gross 10% of gross 10% of gross 10% of gross = Market Based 
ales Receipts - Café/Gift Shop 5% of gross 5% of gross 5% of gross 5% of gross 5% of gross 5% of gross 5% of gross 5% of gross Market Based 
Miscellaneous Sales Various Various Various Various Various Various Various Various Market Based 


on-Aero Rentals - Nevada Testing per year (Note Market Based 
3) $5,400/year Prior yr + CPI-U Prior yr +CPI-U Prior yr + CPI-U $17,200/yr $10,270/yr Prior yr + CPI-U_ Prior yr + CPI-U 


INon-Aero Rentals - City of WYS per year $4,600/year $9,600/year $9,600/year $9,600/year $9,600/yr $9,600/year $9,600/year $9,600/year Market Based 


on-Aero Rentals - Energy West per year/acre Market Based 
(Note 4) $2,375/acre Prior yr + CPI-U Prior yr + CPI-U Prior yr +CPI-U $10,493/yr $10,776/yr Prior yr + CPI-U_ Prior yr + CPI-U 


ote 3: The normal base fee is $10,000 plus CPI-U, but in FY2000 there was a one-time excessive use for an additional $7,200. 
ote 4: Beginning in FY 2001, CPI-U is assumed to be 2.7% per year for estimating purposes. 





Significant Present Law 
PL5: West Yellowstone Airport Improvements - This funding is for a terminal building lighting upgrade and the costs 


associated with implementing rules proposed by the Federal Aviation Administration (FAA) that would affect 
certification of airports. 
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Program Proposed Budget ; 
Base eal Base New Total Pie Base New Total Total 


Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


69.60 0.00 3.00 72.60 0.00 : 71.85 71.85 


Personal Services 2,628,094 161,530 82,442 2,872,066 /3on 2 2,868,762 5,740,828 
Operating Expenses 572,623 1,492,841 1,043,838 3,109,302 811,719 2,013,513 3,122,010 


40,320 0 0 40,320 0 40,320 80,640 
3,284,541 412,658 0 3,697,199 522,549 3,807,090 7,504,289 


Total Costs $6,525,578 $2,067,029 $1,126,280 $9,718,887 $1,510,240 $693,867 $8,729,685 $18,448,572 


State/Other Special 1,691,313 567,240 SSO 2 2,597,665 284,675 85,609 2,061,597 4,659,262 
Federal Special 4,834,265 1,499,789 787,168 7 120222 1,225,565 608,258 6,668,088 13,789,310 


Total Funds $6,525,578 $2,067,029 $1,126,280 $9,718,887 $1,510,240 $693,867 $8,729,685 $18,448,572 





Program Description 

The Transportation Planning Division provides: 1) an inventory of transportation infrastructure to allocate funds, 
maintain Department of Transportation eligibility for grant and federal funds, and aid in the process of project 
prioritization and selection; 2) a statewide planning program and assistance to local area transportation planning; and 3) 
response to legislative or regulatory actions necessitating representation before courts, congressional hearings, the US 
Department of Transportation, the Surface Transportation Board, and others. This planning results in a program that 
includes buses for transit systems, street and highway improvements, railroad track rehabilitation, and transportation 
enhancements for non-motorized and beautification improvements. 


Funding 

The Transportation Planning Division is funded with a combination of state and federal special revenue funds. Transit 
grants are generally fully funded (100 percent) with Federal Transit Administration funds. However, if a match is 
required it is provided by the local entity receiving services or on a rare occasion with highways state special revenue 
funds. The remaining division activities are funded with federal planning and research funds and state special revenue 
funds at a ratio that has averaged approximately 74 percent federal and 26 percent state special revenue. State special 
revenue funds include $250,000 in local match pass-through authority per year. 


ean Funding in this program increases by nearly 49.0 percent in fiscal 2002 and 33.8 percent in fiscal 2003 when 

ano compared to the base. Three adjustments account for roughly 35.6 percent of the fiscal 2002 increase and 

j 27.5 percent of the fiscal 2003 increase. Table 50A summarizes the significant changes included in the 
budget request for this program. 


Table 50A 
Significant Budget Increases 
Fiscal 2002 Fiscal 2003 


Amount Chan ge Amount Chan ge 
Base $6525.57 $ 6,525,578 


Total Budget 9,718,887 48.94% 8,729,685 33.78% 
Increase $ 3,193,309.00 $ 2,204,107.00 


Accounting Policy Change (PL 6) $ 928,100 14.22% $ 543,000 8.32% 
TEA-21 Funding Increase (PL 7) 644,261 9.87% 754,505 11.56% 
Statewide Truck Activity Reporting System (NP 3) 746,280 11.44% 496,867 7.61% 


Total of largest three adjustments $ 2,318,641 35.53% 1,794,372 27.50% 
Remaining adjustments $ 874,668 13.40% 409,735 6.28% 
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| | DEPARTMENT OF TRANSPORTATION 50-TRANSPORTATION PLANNING DIVISION 


Federal Total State Federal Total 
Special Funds FTE General Special Special Funds 


229,594 244,482 
Vacancy Savings (78,297) (78,743) 
| | Inflation/Deflation 5,542 9,136 

| Fixed Costs (2,212) (2,212) 









State 
Special 






General 















































Total Statewide Present Law Adjustments $154,627 $172,663 











DP 1 - Urban Planning Program 












0.00 0 24,324 95,676 120,000 0.00 0 24,324 95,676 120,000 
DP 3 - Overtime/Differential 

0.00 0 2,960 6,273 9:233 0.00 0 2,960 6,273 9233 
DP 4 - Great Falls Bike/Ped. Facility Improvement Project 

0.00 0 10,765 39,235 50,000 0.00 0 10,765 39,236 50,001 
DP 5 - Software and Field Data Collection . 

0.00 0 91,410 208,590 300,000 0.00 0 0 0 0 

DP 6 - Adjustment Required by Accounting Policy Changes 

0.00 0 286,757 641,343 928,100 0.00 0 166,809 376,191 543,000 
DP 7 - TEA 21 Funding Increases 

0.00 0 102,917 541,344 644,261 0.00 0 96,085 658,420 754,505 
DP 8 - Federal Grant Closure 

0.00 0 0 (155,094) (155,094) 0.00 0 0 (155,191) (155,191) 

| DP 9 - Equipment Rental 
0.00 0 8,031 7,871 15,902 0.00 0 8,095 7,934 16,029 




















Total Other Present Law Adjustments 
0.00 $0 $527,164 $1,385,238 $1,912,402 0.00 $0 $309,038 $1,028,539 $1,337,577 


















Grand Total All Present Law Adjustments $2,067,029 $1,510,240 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1 - Urban Planning Program - This adjustment would fund contracted services to conduct transportation plan updates 
in the smaller urban areas. Included in this request would be small-scale transportation studies conducted in outlying 
urban communities. Funding would be used for studies in Anaconda, Polson, and Helena during the 2003 biennium. 





The 1999 legislature approved funding for urban transportation plan updates during the 2001 biennium, 
but designated the appropriation as one-time-only. The department has stated that this should be an 
ongoing part of the program funding since federal funds are designated in each annual apportionment to 
conduct urban transportation plan updates. 


AOD 





COMMENT 






DP 3 - Overtime/Differential - The executive requests overtime and differential pay at the base level plus associated 
benefits. . 


DP 4 - Great Falls Bike/Pedestrian Facility Improvement Project - The executive requests funding for a congestion 
management and air quality project within the City of Great Falls. Funds would be used to improve bicycle and 
pedestrian facilities in Great Falls. 





DP 5 - Software and Field Data Collection - This request would fund the development of data management software and 
provide for contracted services to hire a consultant to assist in field data collection of infrastructure information for use in 
the Highway Performance Monitoring System. The Transportation Planning Program would collaborate with other 
programs in the department to develop this system. The executive has requested that the legislature designate funding 
for this request as a biennial appropriation. 
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LFD One-Time-Only Appropriation 
0D This request is for the one-time development of software to manage ie that would profile state 


transportation infrastructure and allow reporting at varying levels of detail. The request would also fund 
contracted services to gather the data, which would be entered into a database that would be managed by the software. 
The department has stated that once the software was developed and the data was collected and entered, existing staff 
would continue to maintain the data and system. Since this request is for a one-time cost that would not be ongoing, it is 
recommended that an appropriation approved by the legislature should be designated as one-time-only. 


Unified Computer Budget Summary 

The General Appropriations Act of 1999 contained language directing the executive to present information technology 
(IT) budget information in a format recommended by the Legislative Finance Committee (LFC). The LFC took formal 
action and provided recommendations for the executive presentation of IT budget information. The LFC 
recommendations included a list of expenditure objects that should have been used for recording IT expenditures during 
the base year and for IT budget requests for the 2003 biennium. This request is for development of the IT system that 
should have been budgeted using one of the objects identified by the LFC, but which was recorded using a non-IT 
expenditure object. As such, tables prepared by the executive that summarize IT budget requests are low by $300,000 
for the 2003 biennium because of the error associated with this request. 





DP _6 - Adjustment Required by Accounting Policy Changes - The Executive Budget includes funding increases for 
consultant services. This request would fund a budget deficit that resulted from an accounting policy change made by 
the department to address a Legislative Audit finding. 


‘ea ff For more information on the accounting policy change and the impacts of the policy change on the 
eNiINionwm accucy budget, please refer to the related discussion provided in the Agency Issues Section of this 





report. 





DP _7 - TEA 21 Funding Increases - The executive recommends funding transportation planning activities that have 
increased as a direct result of an increase in federal-aid construction funding. The increase would primarily be used to 
provide grants to cities and local agencies to: 1) perform transportation related planning activities; 2) purchase vehicles 
for the elderly and disabled; 3) provide intercity bus transportation; 4) provide operating and capital assistance to 
communities that operate rural general public transportation systems; and 5) provide financial assistance to non-urban 
areas to plan, develop, and improve comprehensive public mass transportation systems. This adjustment would also fund 
increases in program costs associated with administering grants and with new public involvement processes. 


DP 8 - Federal Grant Closure - The Executive Budget includes a reduction of authority to reflect several federal grants 
that will be closed during the current biennium and will not continue into the 2003 biennium. 


DP 9 - Equipment Rental - This request would fund the program's share of proposed increases in the department's 
Equipment Program. 
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New Proposals 


State Federal State Federal Total 
General Special Special Special Special Funds 


DP | - Performance Programming Implementation 

50 0.00 0 12,000 48,000 60,000 y 12,000 48,000 60,000 
DP 2 - Planning Processes/Requirements 

50 0.00 0 24,000 96,000 120,000 : 24,000 96,000 120,000 
DP 3 - Statewide Truck Activity Reporting System (STARS) 

5 3.00 0 W73,212, 573,068 746,280 : 15,323 381,544 496,867 
DP 4 - TranPlan 21 Public Involvement Survey 

50 0.00 0 0 0 0 F 3,400 13,600 17,000 
DP 5 - City Park Rest Area Program 

50 0.00 0 200,000 0 200,000 f 0 0 0 
DP 6 - Funding Adjustments 

50 0.00 0 (70,100) 70,100 0 ; (69,114) 69,114 0 





Total 3.00 $339,112 $787,168 $1,126,280 : $85,609 $608,258 $693,867 


New Proposals 


DP_1 - Performance Programming Implementation - The executive requests fund consultant services to complete the 
development of the performance programming process, which would use existing department management systems to 
rank construction projects based on predicted system performance for different funding levels. 


DP 2 - Planning Processes/Requirements - This request would fund increases anticipated by the department related to 
planning regulations promulgated by the Federal Highway Administration (FHWA). The department anticipates that 
these regulations will include new requirements for environmental justice, environmental review at the planning level, 
and enhanced consultative processes. 


DP 3 - Statewide Truck Activity Reporting System (STARS) - The executive recommends funding to add 3.00 FTE in 
fiscal 2002 and 2.25 FTE in fiscal 2003; and nearly $815,000 for contracted services, along with nearly $175,000 in 


travel to expand, evaluate, and maintain the Statewide Truck Activity Reporting System (STARS) program. Contracted 
services would be used for effectiveness evaluations of key system components and of the system as a whole. A new 
weigh-in-motion (WIM) site would be installed at the Haugan weigh station. Travel expenses would allow department 
and Montana Highway Patrol personnel to attend a series of three commercial vehicle workshops, which are required in 
order to receive federal grant authority. Travel expenses would also allow department personnel to attend annual user 
group meetings for the system software. 


This request would add 1.00 FTE in fiscal 2002 (0.75 FTE in fiscal 2003) grade 14, electronic equipment technician; 
1.00 FTE in fiscal 2002 (0.75 FTE in fiscal 2003) grade 11, traffic technician; and 1.00 FTE in fiscal 2002 (0.75 FTE in 
fiscal 2003) grade 9, planning technician. 


aot . The Statewide Truck Activity Reporting System (STARS) projects received earmarked congressional 
COMMENT funds beginning in fiscal 1999. The Intelligent Transportation Systems (ITS) funds are an additional 
appropriation of federal dollars above the standard apportionment of federal highway funds provided to 
Montana by the passage of the Transportation Equity Act for the 21st Century (TEA 21). The STARS program gathers 
heavy truck data on Montana's highways. This data provides information on the frequency and location of overweight 
vehicles operating on state highways. The department uses the data to manage weight enforcement practices and 
pavement designs. The system is used to reduce pavement damage and to increase pavement life by reducing instances 
of overweight vehicles. 


The 1999 legislature approved a one-time-only appropriation for funding to add 2.0 FTE during the 2001 biennium and 
funding in operating expenses equivalent to 2.0 FTE to obtain modified FTE if the workload increased as anticipated. 
This request would provide funding for the 2003 biennium with which to continue the temporary staffing added by the 
one-time-only appropriation approved by the 1999 legislature. 
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LFD One-Time-Only Appropriation 
ao This funding provides for system development costs that are not projected to continue beyond the 2003 
biennium. The department has stated that ongoing costs would be funded with existing Statewide Planning 


and Research (SPR) funds. Since funding is for one-time costs that would not be ongoing, it should be designated as a 
one-time-only appropriation. 


Unified Computer Budget Summary 

The General Appropriations Act of 1999 contained language directing the executive to present information technology 
(IT) budget information in a format recommended by the Legislative Finance Committee (LFC). The LFC took formal 
action and provided recommendations for the executive presentation of IT budget information. The LFC 
recommendations included a list of expenditure objects that should have been used for recording IT expenditures during 
the base year and for IT budget requests for the 2003 biennium. This request contains $171,000 funding for development 
and enhancements of IT systems that should have been budgeted using one of the objects identified by the LFC, but 
which was recorded using a non-IT expenditure object. As such, tables prepared by the executive that summarize IT 
budget requests are low by $171,000 for the 2003 biennium because of the error associated with this request. 





DP 4 - TranPlan 21 Public Involvement Survey - The Executive Budget includes a request to fund contracted services to 
conduct a statewide random sample telephone survey to measure public opinions on transportation issues. The results 
would be compared to the results of surveys conducted in fiscal years 1994, 1997, and 1999, and used to monitor 
changes in public satisfaction levels relative to department programs and projects. 


DP. 5 - City Park Rest Area Program - This request would fund contracted services to develop additional city park rest 
areas. Potential locations for new city park rest areas include: Hamilton, White Sulphur Springs, and Baker. The 
executive has requested that the legislature designate funding for this request as a biennial appropriation. 


have The City Park Rest Area Program (CPRA) was initiated in 1991 to address the lack of rest areas on the 
COMMENT Montana Primary Highway System, identified in the Long-Range Rest Area Plan adopted by the 
oe Montana Transportation Commission. This state-funded program provides up to $100,000 per site to 
build or improve local park facilities to serve as rest areas not located on Interstates, the National Highway System, and 


primary routes. In exchange for the funding, communities agreed to maintain the rest area facilities for a minimum of 10 
years and to keep them open 24 hours a day during peak travel season from the middle of April to the middle of 
November. Since the inception of this program, 14 rest areas have been built. The department would use this funding to 
develop additional areas and to encourage communities with existing areas to extend the original agreements in order to 
provide continued service to the public. 





DP 6 - Funding Adjustments - The executive requests to shift funding from state special revenue to federal special 
revenue to more appropriately match funding anticipated for the 2003 biennium. 


Language Recommendations 
The following language is recommended for HB 2: 


"All appropriations in the transportation planning program are biennial." 
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Agency Proposed Budget 


| §Budget Item 


PTE 


Personal Services 


Debt Service 


Total Costs 


Base 
Budget 
Fiscal 2000 


538.56 


18,569,050 
11,634,282 
40,177 

0 
13,812,774 
6,834 


$44,063,117 


39,981,718 
252,985 
1,997,926 
1,830,488 


PL Base New 


Adjustment 
Fiscal 2002 


(4.00) 


1,246,594 
1,047,129 
(7,155) 

0 


41,121,618 
0 


$43,408,186 


42,821,972 
(39,340) 
133,655 
491,899 


Proposals 
Fiscal 2002 


0.00 


0 
214,580 
71,484 
0 

0 

0 


$286,064 


286,064 
0 


0 


Total 
Exec. Budget 
Fiscal 2002 


534.56 


19,815,644 
12,895,991 
104,506 

0 
54,934,392 
6,834 


$87,757,367 


83,089,754 
213,645 
2,131,581 
2,322,387 


PL Base New 
Adjustment Proposals 
Fiscal 2003 Fiscal 2003 


(8.00) 


1,264,414 
1,396,556 
(7,155) 

0 
41,121,618 
0 
$43,775,433 $199,200 
43,119,426 
(39,771) 
183,304 
512,474 


199,200 


Total 
Exec. Budget 
Fiscal 2003 


530.56 


19,833,464 
13,230,038 
33,022 

0 
54,934,392 
6,834 


$88,037,750 


83,300,344 
213,214 
2,181,230 
2,342,962 


SUMMARY 


Total 
Exec. Budget 
Fiscal 02-03 


530.56 


39,649,108 
26,126,029 
137,528 

0 
109,868,784 
13,668 


$175,795,117 


166,390,098 
426,859 
4,312,811 
4,665,349 





Total Funds $44,063,117 $43,408,186 $286,064 $87,757,367 $43,775,433 $88,037,750 — $175,795,117 





Agency Description 

The Department of Revenue collects revenue from and enforces regulations for over 30 state taxes and fees. The 
department also regulates the sale and distribution of alcoholic beverages in the state. The department is organized into 
five core processes with overall agency direction and management coordinated from the director's office. 


Supplemental Appropriation Description 

The executive has included a request for the department of $35,575 general fund in HB 3, the Supplemental 
Appropriations Bill up for consideration by the 2001 legislature. The department request is identified as funding for 
costs associated with change of administration. Funds would be used to pay for accumulated leave balances for staff 
originally appointed by the former Governor and who will not be staying under the new administration. 


The executive has included a “worst case scenario for this funding request in the event that the 


ep maximum number of personnel changes takes place. This figure may be adjusted later. 


COMMENT 


This agency is not headed by an elected official with personal staff who would also be terminated from 
employment as a result of the change in administration. For this reason, possible terminations are very 
limited. Additionally, termination costs are a normal part of agency operating costs; given term limits, 
terminations due to administrative changes are not an emergency that could not have been anticipated, a requirement of a 
supplemental appropriation. Finally, in an agency of this size, an additional cost of this magnitude could easily be 
absorbed. 


LFD 
ISSUE 





Agency Discussion 


Customer Service Center 


Creation of the Customer Service Center 

The department's Customer Service Center provides certain centralized services efor the department and other agencies 
that subscribe to its services, including: 1) customer service for registration and application inquiries; 2) mail and 
remittance processing; 3) data capture; 4) accounts receivable collections; 5) account maintenance; and 6) record 
retention. 
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The 1999 legislature moved all funding for the Customer Service Center (CSC) from the governmental fund types 
(general fund, state special revenue, and federal special revenue) to the proprietary fund type (internal service fund). The 
legislature also made direct appropriations of the CSC internal service fund in the other departmental programs 
supporting the CSC with various centralized functions. 


CSC provides services for other programs and also receives services from other programs of the department. Internal 
service funds are used to pay for all of these services. The exchange of services between the CSC and the other 
programs of the department is as follows: 


e The CSC provides services to other programs of the department on a cost reimbursement basis. Payments for 
these services are budgeted by the respective programs and are supported with funds other than the CSC internal 
service fund. 


e The programs that provide centralized services in support of the CSC recover their costs through a direct 
appropriation of the CSC internal service fund. 


ean Adjusted Base Funding Shifts 
nD As stated, the CSC internal service fund is appropriated in programs of the department; programs then use the 
appropriations to support the CSC. The adjusted bases for the programs with appropriations of CSC Internal 
Service Fund include funding shifts that increase the reliance on the CSC internal funds. According to an agreement 
between the Legislative Fiscal Analyst and the Governor's Budget Director, funding shifts should have been presented to 
the legislature for consideration and approval as new proposal requests. Table 1 shows how the funding of the adjusted 
base has changed compared to base funding. 





In Table 1, the base amount column shows the base funding for the three programs with appropriations of CSC internal 
service fund. The base percent column indicates the base funding for each fund type as a percent of total program 
funding. For fiscal years 2002 and 2003, the columns provide the same information for the base amount and the percent 
each fund type contributes to total program funding. The growth column indicates, in total and by fund type, the change 
from base funding. Table | illustrates how the adjusted base amounts for all three programs rely more heavily on direct 
appropriations of CSC internal service fund than occurred in the base. When approving the base for these programs, the 


legislature should be aware of these funding shifts. 


Table 1 
Funding Shift in Adjusted Base 
Base Base Adj. Base 2002 Adj. Base 2003 
Amount Percent Amount Percent Growth Amount Percent Growth 
Directors Office (01) 


general fund $2,631,010 94.91% $2,662,043 92.16% + «1.18% $2,537,965 91.70% ~—-3.54% 
state special 574. 0.02% 300 0.01% _~—--47.74% 0 0.00% -100.00% 
federal special 805 0.03% 800 0.03%  -0.62% 0 — 0.00% -100.00% 
proprietary 139,673 5.04% 225,240 7.80% 61.26% 229,721 8.30% 64.47% 


total $2,772,062 $2,888,383 4.20% $2,767,686 -0.16% 


Information Technology (02) 

general fund $1,899,468 79.11% $1,743,746 71.33%  -8.20% $1,740,235 70.83% -8.38% 
federal special 178,339 7.43% 190,662 7.80% 6.91% 196,382 7.99% 10.12% 
proprietary 323,088 13.46% 510,309 20.87% 57.95% 520,461 21.18% 61.09% 


total $2,400,895 $2,444,717 1.83% $2,457,078 2.34% 


Resource Management (05) 

general fund $1,166,663 46.03% $1,160,233 42.50%  -0.55% $1,160,181 42.14% -0.56% 
proprietary (CSC) 201,096 7.93% 323,783 11.86% 61.01% 330,223 11.99% 64.21% 
proprietary (Liquor) 1,166,631 46.03% 1,246,128 45.64% 6.81% 1,263,055 45.87% 8.27% 


total $2,534,390 $2,730,144 7.72% $2,753,459 8.64% 


Total of Three Programs 

general fund $5,697,141 87.10% $5,566,022 69.03%  -2.30% $5,438,381 68.17% -4.54% 
state special 574 0.01% 300 0.00%  -47.74% 0 0.00% -100.00% 
federal special 179,144 2.74% 191,462 2.37% 6.88% 196,382 2.46% 9.62% 
proprietary (CSC) 663,857 10.15% 1,059,332 13.14% 59.57% 1,080,405 13.54% 62.75% 
proprietary (Liquor) 1,166,631 17.84% 1,246,128 ~ 15.45% 6.81% 1,263,055 15.83% 8.27% 


total $6,540,716 $8,063,244 23.28% $7,978,223 21.98% 
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LFD ISSUE The funding shift that increases departmental reliance on proprietary funding is significant because 
CONTINUED the majority of the revenue that funds the CSC internal service fund is derived from general fund 
payments. Shifting funding from the general fund to proprietary funds gives the impression that 

general fund is being decreased by $1 for every $1 increase of proprietary fund. As it's pointed out in a later section of 
'| this discussion, general fund provides over half of the funding for payments to the CSC. Therefore, when considering 
| any increases funded with the CSC internal service fund, the legislature should be aware that an increase of $0.53 to the 
_| general fund is indirectly implied for each $1 increase of the CSC internal service fund. 

















Statewide Use of the Customer Service Center 


When the Customer Service Center was presented to the 1999 legislature, it was envisioned that more agencies would 
use the center. This vision has not come to fruition as fast as the department had hoped. Currently, the Department of 
Revenue is the major customer for the center, and as the largest customer, provides the highest amount of revenue. Table 
2 shows the funding sources that comprise the Department of Revenue share of payments to the Customer Service 

Center. Table 2 shows that for the 2003 biennium, general fund would provide roughly $8.7 million, or 78.3 percent of 
department funding to pay for the services provided by the CSC. Federal special revenue funds would provide roughly 
17.8 percent, liquor enterprise proprietary funds would provide roughly 3.8 percent, and state special revenue would 
provide the rest of the funding. 


The Department of Revenue provides roughly 68 percent of the payments to the Customer Service Center. The 
remaining 32 percent is provided by the following agencies or functions: 


e Department of Public Health and Human Resources (DPHHS) - new hire notification in support of child support 
enforcement; 

Accounts receivable collections for a number of other agencies; 

Unclaimed property; 

Department of Agriculture - state hail insurance premiums; and 

Department of Livestock - per capita tax on livestock. 


With the department providing 68 percent of the payments with a 78.3 percent share of general fund support, each dollar 
increase in CSC internal service fund expenditures would effectively increase general fund expenditures by $0.53. 


Table 2 
Department of Revenue Funding for Support of the Customer Service Center 
Via Payment of Transaction Fees Approved by the Legislature 


2003 Biennium 
State Federal Liquor 
General Special Special Enterprise Program 


Pro gram Fund Revenue Revenue Proprietary Total 


Director's Office $795,543 $0 $0 $0 $795,543 
Resource Management 214800 0 0 421,698 943,557 
Compliance Valuation and Resolution 7,343,407 S80 re. LOT 47 0 9319-011 


Agency 2003 Biennium Total $8,660,809 $3,857 $1,971,747 $421,698 $11,058,111 





Agency Narrative 


The Executive Budget for the Department of Revenue increases by nearly 33.7 percent for the 2003 biennium. General 
fund increases by $43.2 million or 35.1 percent. The largest and most significant change can be attributed to the annual 
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reimbursements to local governments directed by SB 184 of the 1999 legislature to cover losses of tax base resulting 
from the passage of tax-related legislation during the 1999 legislative session. Another factor behind the growth is the 
addition of just over $673,000 general fund for the biennium to pay local governments for rent in county-owned 
buildings, as allowed by SB 270 in the 1999 legislature. 


Agency Issues 


POINTS 


History 

The 1997 legislature passed HB 188, which authorized state general obligation bonds for information technology 
projects during the 1999 biennium. HB 188 authorized $14 million in bond authority for the department to develop an 
integrated revenue and tax system for income tax, unemployment insurance contributions, income tax modernization and 
property tax integration. The project was later named POINTS, which stands for Process Oriented Integrated System. In 
HB 15, the 1999 legislature provided $18 million in additional bonding authority to complete the project and to realign 
the department's business processes. 


Phased Approach 
POINTS was implemented through a phased approach: 

e Phase | built the shared infrastructure that will support data and common processes for all tax types. Phase 1 
replaced eight of the department's legacy systems with five core modules -(case management, registration, returns 
processing, accounting, and forms and correspondence), which were designed to support all tax types. Phase 1 has 
been completed. 

e Phase 2 will add modules for property, individual income, corporate, and natural resource taxes. Phase 2 should 
replace up to 15 legacy systems. 

e Beyond phase 2, miscellaneous tax types that currently reside on legacy or personal computer ee systems or are 
new taxes will be added. These miscellaneous taxes will be integrated into the POINTS environment with existing 
agency staff and resources. 


The implementation of POINTS raises two issues that may concern the legislature. 
ISSUE 


1) Lack of Performance Measures 
POINTS was funded by the legislature with few project details or performance measures provided. As a result, there are 
few benchmarks to independently determine system successes or shortcomings. 


2) Data Adjustments 

When developing general fund revenue estimates for the 2001 legislature, adjustments that netted roughly $18.0 million 
were made to correct revenues recorded on the statewide accounting system in order to accurately reflect general fund 
revenues in the Comprehensive Annual Financial Report (CAFR) for fiscal 2000. Roughly $13.1 million of these 
adjustments were made to revenue categories processed using POINTS. The magnitude of adjustments identifies the 


potential for problems associated with POINTS, POINTS related processes, or an interface system that involves 
POINTS. Even so, no determination has been made that any problems truly exist or, if problems exist, that POINTS is 
the cause or source of the problems. 


In addition to the general fund adjustments mentioned above, adjustments needed to be made to non-general fund 
sources. For example, adjustments that netted roughly $7.15 million were needed to accurately reflect revenues into the 
Resource Indemnity Trust (RIT) and five funds that derive income for the RIT. 


Because POINTS is a common element in nearly three-quarters of these adjustments, the legislature may wish to ask the 
department to explain the need for such an unusually large number of adjustments and ask for a delineation of actions it 
plans to take to minimize future adjustments of this nature. 
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In anticipation that the legislature would request that the department address this concern and provide 


LFD ISSUE 
an update on the status of POINTS, the following information has been requested of the department 





CONTINUED 





Agency resources used to implement POINTS; 
Impacts on the agency core business processes as a result of supporting POINTS implementation; 


History of tax audits performed for the five years prior to and during the implementation of POINTS, including 


estimated revenues resulting from the tax audit activity; 


The actions taken by or planned by the department to identify the cause of the unusually high number of post- 


closing adjustments of revenues; and 


The factors the department has identified as causes for the accounting system entries that necessitated the 


adjustments. 


Biennium Budget Comparison 


Budget Item 


PIE 


Personal Services 
Operating Expenses 


Total Funds 


New Proposals 


The table below summarizes all new proposals requested by the executive. Descriptions and LFD discussion of each 


Present 
Law 
Fiscal 2002 


534.56 


19,815,644 
12,681,411 
33,022 

0 


54,934,392 
6,834 


$87,471,303 
82,803,690 
213,645 
2,131,581 
2,322,387 


$87,471,303 


New 
Proposals 
Fiscal 2002 


0.00 


0 
214,580 
71,484 
0 

0 

0 


$286,064 


286,064 
0 


0 


$286,064 


Total 
Exec. Budget 
Fiscal 2002 


534.56 


19,815,644 
12,895,991 
104,506 

0 
54,934,392 
6,834 


$87,757,367 
83,089,754 
213,645 
2,131,581 
2,322,387 


$87,757,367 


Present 
Law 
Fiscal 2003 


530.56 


19,833,464 
13,030,838 
33,022 

0 
54,934,392 
6,834 


$87,838,550 
83,101,144 
213,214 
2,181,230 
2,342,962 


$87,838,550 


new proposal are included in the individual program narratives. 


New Proposals 


New 
Proposals 
Fiscal 2003 


$199,200 


199,200 
0 


0 


$199,200 


Total 
Exec. Budget 
Fiscal 2003 


530.56 


19,833,464 
13,230,038 
33,022 

0 
54,934,392 
6,834 


$88,037,750 
83,300,344 
213,214 
2,181,230 
2,342,962 


$88,037,750 


Total 
Biennium 
Fiscal 00-01 


0.00 


38,161,359 
22,368,773 
276,035 
3,056 
70,584,392 
43,943 


$131,437,558 
123,147,652 
505,839 
4,082,975 
3,701,092 


$131,437,558 


for presentation to the legislature during the appropriations hearings of the 2001 legislature: 
Project implementation plan; 
Project status and relationship to the implementation plan; 
POINTS problems identified by the department with plans for addressing the problems; 


Total 
Exec. Budget 
Fiscal 02-03 


530.56 


39,649,108 
26,126,029 
137,528 

0 
109,868,784 
13,668 


$175,795,117 
166,390,098 
426,859 
4,312,811 
4,665,349 


$175,795,117 





Federal 
Special 


State 
Special 


General 
Fund 


Federal 
Special 


State 
Special 


General 


Prgm Fund 


DP 1 - GIS Maintenance 


01 0.00 286,064 199,200 0 199,200 


286,064 0 
$199,200 





Total 0.00 $199,200 $0 


$286,064 $0 


$286,064 
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Program Proposed Budget 


Budget Item 


Ears 


Personal Services 
Operating Expenses 


Equipment 
Debt Service 


Total Costs 


General Fund 


State/Other Special 
Federal Special 


Proprietary 


Base 
Budget 
Fiscal 2000 


38.50 


1,894,413 
877,649 
0 
0 


$2,772,062 


2,631,010 
574 
805 

139,673 


Py Base New 


Adjustment 
Fiscal 2002 


0.00 

62 
146,239 

0 

0 
$146,301 


61,013 


Proposals 
Fiscal 2002 


0.00 

0 
214,580 
71,484 

0 
$286,064 


286,064 
0 


0 


Total 
Exec. Budget 
Fiscal 2002 


38.50 


1,894,475 
1,238,468 
71,484 

0 


$3,204,427 


2,978,087 
300 
800 

225,240 


ree Base New 


Adjustment 
Fiscal 2003 


0 
0 


$18,224 


(70,445) 
(574) 
(805) 

90,048 


Proposals 
Fiscal 2003 


0 
199,200 
0 
0 


$199,200 


199,200 
0 


0 


Total 
Exec. Budget 
Fiscal 2003 


38.50 


1,904,320 
1,085,166 
0 
0 


$2,989,486 


2,759,765 
0 
0 
229,721 


01-DIRECTORS OFFICE 


Total 
Exec. Budget 
Fiscal 02-03 


38.50 


3,798,795 
2,323,634 
71,484 

0 


$6,193,913 


5,737,852 
300 
800 

454,961 





Total Funds $2,772,062 $146,301 $286,064 $3,204,427 $199,200 $2,989,486 $6,193,913 


$18,224 


Program Description 

The Director's Office provides management control, policy direction, strategic planning, and legal services to assist the 
tax and liquor programs in fulfilling their responsibilities. Legal services advises all agency programs and handles tax 
appeals before the State Tax Appeal Board and state courts. The Director's Office also includes the Policy and 
Performance Management Unit, the Tax Policy and Research Unit, and the Office of Dispute Resolution. 


The Policy and Performance Management Unit supports the department's core processes and is responsible for 
coordinating the strategic development of operating policies, budgets, rules, performance management, change 
management, and strategic planning for the department. The Tax Policy and Research (TPR) Unit is responsible for 
estimating state revenues, coordinating Department of Revenue (DOR) legislation and fiscal notes, reviewing all 
legislation related to revenue, and conducting revenue-related research. The Office of Dispute Resolution has 
consolidated the department's dispute resolution efforts, including informal tax appeals, into a single location and 
process. 


Funding 

Funding for the program comes primarily from the general fund and proprietary funds. A small part (less than 1 percent) 
of program funding is provided with state and federal special revenues. The proprietary funding comes from a direct 
appropriation of the internal service fund used to account for the Customer Service Center, established by the 1999 
legislature. The proprietary funding is used for the Customer Service Center's share of Director's Office fixed 
administration costs that are incurred for services to the Customer Service Center and based on FTE counts. 
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Present Law Adjustments 


State Federal State Federal 
Special Special ; General Special Special 


‘| Personal Services 

Vacancy Savings 

| Inflation/Deflation 

| | Fixed Costs 116,916 (13,676) 


Total Statewide Present Law Adjustments $116,324 ($4,376) 


DP 2 - Increased Use Costs for Customer Service Center 
0.00 29,977 0 29,977 0.00 22,600 22,600 


Total Other Present Law Adjustments 
0.00 $29,977 $29,977 0.00 $22,600 $22,600 





Grand Total All Present Law Adjustments $146,301 $18,224 


| Executive Present Law Adjustments 
The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 


present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 2 - Increased Use Costs for Customer Service Center - This request would increase funding for services provided by 
the Customer Service Center. The increase is due to an anticipated growth in transaction volumes and the requested 
increases in the Customer Service Center rates. 


For a further discussion of the rates proposed by the Customer Service Center, see the Agency 


HOY ; ‘ 
Discussion and Proprietary Rates sections for the Customer Service Center Program. 


COMMENT 


| New Proposals 


State Federal State Federal 
Prgm General Special Special Funds General Special Special 


DP 1 - GIS Maintenance 
01 0.00 286,064 286,064 0.00 199,200 199,200 





Total 0.00 $286,064 $286,064 0.00 $199,200 $199,200 


New Proposals 


DP 1 - GIS Maintenance - This request would fund the acquisition of hardware and software and provide for the ongoing 
costs of maintaining data in the Geographical Information System (GIS) database layer that identifies the owner of 
record of every land parcel in the state. The executive requests that $86,864 of the fiscal 2002 appropriation be 
designated as one-time-only. One-time expenditures would be used for the acquisition of hardware and software that 
would be deployed throughout the state to maintain the cadastral database. The remaining and on-going costs would 
fund database updates caused by land parcel ownership changes such as: 

1) parcel transfers; 

2) "splitting" of parcels; and 

3) changes in classification of land. 
The executive has stated that this request is based on the premise that the department will be able to establish cooperative 
agreements with at least nine of the larger counties. If this assumption were not fulfilled, the cost to maintain the data 
would likely be higher in future fiscal years. 
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Program Proposed Budget 


Budget Item 


BEB 


Personal Services 
Operating Expenses 
Debt Service 


Total Costs 
General Fund 
Federal Special 


Proprietary 


Total Funds 


Base 
Budget 
Fiscal 2000 


a2 


1,672,539 
728,356 
0 


$2,400,895 
1,899,468 


178,339 
323,088 


PL Base New 
Adjustment 
Fiscal 2002 


0.00 


36,837 
5,849 
0 


$42,686 
(156,858) 


12,323 
187,221 


Proposals 
Fiscal 2002 


Total 
Exec. Budget 
Fiscal 2002 


3725 


1,709,376 
734,205 
0 


$2,443,581 
1,742,610 


190,662 
510,309 


PL Base New 


Adjustment 
Fiscal 2003 


0.00 


48,494 
108,303 
0 


$156,797 
(58,619) 


18,043 
197,373 


Proposals 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2003 - 


37.25 
1,721,033 
836,659 
0 
$2,557,692 
1,840,849 
196,382 
520,461 


$2,557,692 


02-INFORMATION TECHNOLOGY 


Total 
Exec. Budget 
Fiscal 02-03 


37.25 
3,430,409 
1,570,864 

0 
$5,001,273 
3,583,459 

387,044 
1,030,770 


$5,001,273 








$2,400,895 $42,686 $2,443,581 $156,797 


Program Description ° 

The Information Technology Program is responsible for planning, coordinating, delivering, and controlling information 
resources for the department. The program is responsible for managing all computing services provided to the 
department, including integrating and managing desktop, mid-tier, and mainframe applications as well as network 
support services. 


Funding 

The Information Technology Program is funded with general fund, federal special revenue, and proprietary funds. The 
federal special revenue funding comes from reimbursements for administering unemployment insurance taxes. The 
proprietary funding is from a direct appropriation of the internal service fund used to account for the Customer Service 
Center and is for the Customer Service Center share of Information Technology Program support costs. The allocation is 
based on FTE counts. 


Present Law Adjustments 


Federal 
Special 


Federal 
Special 


State 
Special 


State 


General Special General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


(49,176) 
(2,528) 
10,217 
$56,183 


Total Statewide Present Law Adjustments $43,822 


DP 1 - Information Systems Support 
0 


(1,136) (1,136) 0.00 100,614 100,614 


Total Other Present Law Adjustments 


0.00 ($1,136) ($1,136) 0.00 $100,614 $100,614 


Grand Total All Present Law Adjustments $42,686 $156,797 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1 - Information Systems Support - This request would fund costs to support the Computer Assisted Mass Appraisal 
(CAMA) software system used to assist in completing mass property tax reappraisals. The request would fund 
contracted services in fiscal 2003 for project management and computer programming support to modify the off-the- 
shelf software in response to changes in Montana law and to support vendor-provided upgrades. An adjustment was also 
made to remove the budget for software purchased in the base, but the purchase of which will not be needed during the 
2001 biennium. 
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Program Proposed Budget 


Operating Expenses 


Equipment 
Capital Outlay 
Debt Service 


Total Funds 


Program Description 


Base 
Budget 
Fiscal 2000 


43.00 


1,481,530 
1,023,783 
28,622 
0 
455 


$2,534,390 


1,166,663 
1,367,727 


$2,534,390 


Pe 
Adjustment 
Fiscal 2002 


0.00 


182,292 
412,375 
0 
0 
0 


$594,667 


375,556 
219,111 


$594,667 


Base New 


Total 
Exec. Budget 
Fiscal 2002 


Proposals 
Fiscal 2002 


43.00 


1,663,822 
1,436,158 
28,622 
0 
455 


$3,129,057 


1,542,219 
1,586,838 


$3,129,057 


1 
Adjustment 
Fiscal 2003 


0.00 


191,835 
423,471 
0 
0 
0 


$615,306 


390,253 
225,053 


$615,306 


Base New 


05-RESOURCE MANAGEMENT 


Proposals 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2003 


43.00 


1,673,365 
1,447,254 
28,622 
0 
455 


$3,149,696 


1,556,916 
1,592,780 


$3,149,696 





Total 
Exec. Budget 
Fiscal 02-03 


43.00 


S33575L 81 
2,883,412 
57,244 
0 
910 


$6,278,753 


3,099,135 
3,179,618 


$6,278,753 


The Resource Management Program provides services and support to the department by integrating the human resources, 
accounting, facilities management, communications, and training and education functions of the department. The Liquor 
Distribution Unit is managed in this program. 


Program Narrative 

The 1999 legislature passed SB 55, which changed budgeting statutes and directed that any proprietary funded program 
that transfers its ending fund balance to the general fund would require legislative review and further appropriation of 
funds. The tables presented for legislative consideration include appropriation requests for liquor enterprise. For the 
2003 biennium, $2,525,612 of proprietary funding is for liquor enterprise. Table 5A shows a breakdown of the liquor 
enterprise portion of the total program budget request....Adjustments to the base are for statewide adjustments and one 
present law adjustment (DP 6). 


Table 5A 
Liquor Enterprise 
2003 Biennium Budget Request 


Base 


Base 
Adjustments 


New Total 


Base 


Adjustments New Total Biennial 


Personal Services 
Operating Costs 
Equipment & Intangibles 


Budget 
2000 
19.00 


$573,326 
564,228 
28,622 
455 


2002 


Statewide 
0.00 


$101,095 
(21,598) 

0 

0 


Proposals 
2002 
0.00 


Budget 
PL 2002 


0.00 


fF 
o 


$0 
16,927 
0 

0 


19.00 


$674,421 
5595557) 
28,622 


2003 


Statewide 
0.00 


$105,339 
(22,186) 
0 


Proposals 
2003 
0.00 


PL 
0.00 
$0 $0 
PATS} 
0 
0 


Budget 
2003 
19.00 


$678,665 
554,815 
28,622 
455 


Budget 
2002-2003 
19.00 


$1,353,086 
1,114,372 
57,244 
910 


Debt Service 49) 
Total Costs $1,166,631 


Liquor Division enterprise fund $1,166,631 


$79,497 $16,927 


$79,497 $16,927 


455 0 
$1,263,055 $83,153 


loico co 


$12,773 


F 


$1,262,557 $2,525,612 


$83,153 $12,773 $1,262,557 $2,525,612 


yf 
is 


$1,263,055 
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Personal services for fiscal years 2002 and 2003 reflect increases of 17.6 percent and 18.4 percent over 
the base. These increases are largely due to base year vacancies of 8.3 percent. Had personal services 
been fully utilized, the growth would only be 7.9 percent and 8.5 percent, respectively. The remaining 


1D 
COMMENT 


growth is due to pay grade changes for five positions, which were made during the base year: 
one position increased two grades from grade 16 to grade 18; 
one position increased four grades from grade 8 to grade 12; 
one position increased one grade from grade 10 to grade 11; 


one position increased two grades from grade 7 to grade 9; and 
one position decreased one graded from grade 8 to grade 7. 


The net proceeds from the operation of the liquor enterprise are to be transferred to the general fund. The revenue 
estimates, as adopted by the Revenue and Taxation Committee for the 2003 biennium, factor in the costs to operate the 
liquor enterprise and project that profits transferred to the general fund will be $6.0 million in fiscal 2002 and $6.3 
million in fiscal 2003. These increases reflect increases of 1.3 percent in fiscal 2002 and 6.2 percent in fiscal 2003 over 
the base of $5.9 million. 





Funding 

The Resource Management Program is funded by the general fund and proprietary funds. The proprietary funding is 
from: 1) Liquor Division enterprise funds; and 2) a direct appropriation of the internal service fund used to support the 
Customer Service Center. The Customer Service Center proprietary funding is for the Customer Service Center share of 
Resource Management Program support costs incurred for providing services to the Customer Service Center and is 
based on FTE counts. 


Present Law Adjustments 


State Federal State Federal 
. General Special Special Funds General Special Special 


Personal Services 228,932 238,771 
Vacancy Savings (46,640) (46,936) 
Inflation/Deflation 3,692 3,242 
Fixed Costs 9,770 10,721 


Total Statewide Present Law Adjustments $195,754 $205,798 


DP 1 - Field Office Rent 

0.00 325,933 0 325,533 \ 347,881 347,881 
DP 2 - Education & Training Funding 

0.00 38,000 0 38,000 : 35,000 35,000 
DP 5 - Increased Use Costs for Customer Service Center ‘ 

0.00 18,453 0 18,453 : 13,854 13,854 
DP 6 - Increased Use Costs for Customer Service 

0.00 0 16,927 * ! 0 IZAI3% 


Total Other Present Law Adjustments 
0.00 $381,986 $398,913 r $396,735 $409,508 


Grand Total All Present Law Adjustments _ $594,667 $615,306 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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DP _1 - Field Office Rent - This request would fund the cost for a full year of rent for office space occupied by 
department personnel in county buildings, and provide for increased rental costs in non-county buildings. The base 
_ includes rent costs for three-quarters of a fiscal year with which to rent space in county buildings at the rates charged by 
_ the Department of Administration to state agencies for space in state buildings. This request would increase the funding 
_ for rent to cover a full fiscal year in county buildings. This request would also fund increases in rental rates in buildings 
' not owned by the state or counties, and for the new spaces occupied in Billings, Missoula, and Bozeman, which are not 
included in the base. 


| LFD The 1999 legislature passed SB 270, which allows counties to charge rent for space occupied by the 
| RONAN TONG department in county courthouses and other county buildings. This bill took effect October 1, 1999. 
Rental rates were established at the same rates charged by the Department of Administration to state 


| | agencies for space in state buildings. The base year only includes rent paid to counties that have elected to charge the 
| | department for space occupied. 





DP 2 - Education & Training Funding - This request would fund an enhancement in the department training program so 
_ that training could be provided in specialized areas not currently addressed, such as: 1) appraiser certification; 2) 
__ bankruptcy laws (legal); 3) cartographer software; 4) statistical analysis software (SAS); and 5) Oracle software. 


DP_5 - Increased Use Costs for Customer Service Center - This request would increase funding for that part of the 


program funded by the general fund, for services provided by the Customer Service Center. The increase is due to an 
anticipated growth in transaction volumes and based on the increases requested in Customer Service Center rates. 


For a further discussion of the rates proposed by the Customer Service Center, see the Agency 
LFD : : : 5 : 
ONT ONGE Discussion and Proprietary Rates sections for the Customer Service Center Program. 





DP 6 - Increased Use Costs for Customer Service - This request would increase funding, allowing the Liquor Division to 
subscribe to the services provided by the Customer Service Center. The increase is due to an anticipated growth in 
transaction volumes and based on the increases requested in Customer Service Center rates. 


For a further discussion of the rates proposed by the Customer Service Center, see the Agency 
1D : ; , 
COMMENT Discussion and Proprietary Rates sections for the Customer Service Center Program. 





Language Recommendations 

The following language is recommended in HB 2: "In the event the department is unable to meet statutory service levels 
due to the increase in demand for liquor products, the department is allowed to hire additional temporary employees or 
pay overtime, whichever is determined to be the more cost effective, to maintain required service levels to stores. The 
amount authorized is limited to a percentage of the approved personal services budget and is calculated as the year-to- 
| date percentage increase in sales as compared to the same time period in the previous fiscal year. The office of budget 
__and program planning may not authorize any increase until following the tenth month of the fiscal year." 


"Liquor division proprietary funds necessary to maintain adequate inventories, pay freight charges, and transfer profit 
and taxes to appropriate accounts are appropriated to the department in amounts not to exceed $64,200,950 in fiscal year 
2002 and $67,857,880 in fiscal year 2003." 
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Proprietary Rates 


Program Description 

The Customer Service Center (CSC) provides the following centralized services for the department and other subscribing 
agencies: 1) customer service for registration and application inquiries; 2) mail and remittance processing; 3) data 
capture; 4) accounts receivable collections; 5) account maintenance; and 6) record retention. 


The center combines the customer intake, document and information processing, and the accounts receivable and 
collections functions into a single business unit designed to provide centralized and consistent customer service, data and 
information processing, and accounts receivable collections for the department and its partners. 


The customer intake function represents the initial contact point for customers. The document and information 
processing function provides data capture, remittance processing, records management, direct deposit of cash receipts 
and revenue, and mail processing and distribution. The accounts receivable and collections function provides a single 
point of contact for debtors and is responsible for delinquent account collection and enforcement activities. 


Revenues and Expenses 

The "Report on Internal Service and Enterprise Funds, 2003 Biennium" for accounting entity 06554 shows historic and 
projected revenues, expenses, and fund equity. The program is forecasting revenues of $18.2 million over the biennium, 
which will come primarily from other programs within the department. The program is forecasting expenses that will 
match revenues in the two fiscal years of the biennium. The Department of Revenue Director's Office, Resource 
Management, and Compliance Valuation and Resolution programs all subscribe to the services provided by CSC; those 
services are supported with general, federal, and liquor enterprise funds. 


Conversely, the Director's Office, Resource Management, and Information Technology programs all provide 
management services, accounting and human resource support, and information technology support for the CSC. 
Funding is provided through appropriations of CSC proprietary funds to the operating budgets of these programs. 


At present, the Department of Revenue is the largest customer of the CSC. The CSC also provides: 

1) data-capture services for the Department of Public Health and Human Services in support of new hire 
notifications to support child support enforcement; 

2) registration and remittance processing for seven agencies participating in the One-Stop Licensing and 
Registration Program; 

3) state hail insurance premium remittance processing; 

4) collection of a per capita fee on livestock operations; 

5) abandoned property administration; and 

6) debt collection services on behalf of other agencies through offset and confiscation procedures. 
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Report on Internal Service & Enterprise Funds, 2003 Biennium 


Accounting Entity 
Number 
06554 Customer Service Center 5801 Department of Revenue 


Accounting Entity Name Agency Number Agency Name Program Name 


Fund Balance Information 
Estimated Estimated Estimated 

FY97 FY99 FYOO FYo1 FY02 FY03 

Beginning Retained Earnings 26,954 32,998 24,550 (1,284,764) (1,284,764) (1,284,764) 

i Increases 

Fee Revenue 267,348 174,157 * 6,339,079 - - - 

Investment Earnings - - - - 

Transfers In : - - - - 

Miscellaneous, operating : : - 357 87 

Miscellaneous, other - - - 

Total Increases 258,640 267,348 204,247 174,514 6,339,166 


(Decreases) 
Personal Services 163,720 144,045 159,135 130,304 4,906,825 
Operations 59,640 86,172 77,725 52,658 2,395,449 
Transfers Out : : - - 345,756 
Miscellaneous, operating - - - - 455 
Miscellaneous, other - : - - - 
Total Decreases 223,360 230,217 236,860 182,962 7,648,485 

Adjustments to Beginning Retained 
Earnings 1,478 : 1,526 - 5 - - : 

Ending Retained Earnings 26,954 64,085 32,998 24,550 (1,284,764) (1,284,764) (1,284,764) (1,284,764) 
Total Contributed Capital 4,820 4,628 - - 533,364 : : - 

Total Fund Equity 31,774 68,713 32,998 24,550 (751,400) (1,284,764) (1,284,764) (1,284,764) 

Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
1,217,122 


Authority 


Agency Charges (Provided as Information Only for both types of funds -- i.e. the Internal Service Funds [primary service to agencies within state government] and to Enterprise funds [primary 
service to outside state government]). If applicable, provide authority for the charge. 





Rate Explanation 
Table 6A shows the proposed rates for the Customer Service Center in the 2003 biennium. The rates are based on the 
Customer Service Center Cost Recovery Plan. 


Table 6A 
Proposed Customer Service Center Rates 


Service Fiscal 2000 Fiscal 2002 Fiscal 2003 Rate Unit 

One-Stop $4.51 $5.29 $5.38 per license 

Forms Design ° 461.00 469.00 per form 

Call Center 3.58 3.65. per call 

Liquor License 225.00 229.00 per application 
Licensing/Registration 8.10 8.25 per application 

Input Manual Cash 2.10 2.10 per document 

Input Mail 0.20 0.20 per document 

Outgoing Mail 0.41 0.41 per document 

E-File/T-File ; 0.0014 0.0014 per byte 

Capture Image 0.0134 0.0134 per byte (per document in fiscal 2000) 
Capture Paper 1.97 1.97 per document 

Validation 0.28 0.28 per document 

Retention-Return Processing 0.53 0.53 per document 

Retention-Return Storage 0.04 0.04 per document 

Warrant Writing/Mailin 0.72 0.72 per document 

Manual Coupon 1.00 1.00 per document 

Coupon Payment : 0.46 0.46 per document 

Unclaimed Property Commission 11% 11% of amount collected per collection 
Accounts Receivable Commission 11% 11% of amount collected per collection 
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PL1 — OBPP Budget Authority - This request would fund the addition of 6.0 FTE and operating costs to support the 
estimated transaction volume for programs serviced by the Customer Service Center. The Executive Budget includes 
estimates of the full cost of providing for the anticipated service volume and adjusted base expenditures for increases in: 
1) erent; 
2) utilities; 
3) fixed costs; 
4) allocated costs for services provided by other department programs; 
5) personal services costs; 
6) costs associated with maintaining and replacing computer equipment in accordance with the four-year 
replacement cycle; and 
7) other expenses. 
The additional staff would include: 
1) 1.0 FTE grade 8 cashier; 
2) 1.0 FTE grade 12 program specialist; 
3) 1.0 FTE grade 13 administrative officer; and 
4) 3.0 FTE grade 7 administrative support 


Rates Impact 
Table 6B shows the measurable impacts this request would have on Customer Service Center rates. 


Table 6B 
Impact of Adjustment on Rates 


Rate Without 
Adjustment 


Rate Impacted Impact Fiscal 2002 Fiscal 2003 Rate Unit 


One-Stop $0.08 $5.21 $5.30 per license 
Forms Design 4.16 456.84 464.84 per form 

Call Center 0.03 3.55 3.62 per call 

Liquor License Lalsh 222.83 226.83 per application 
Licensing/Registration 0.08 8.02 8.17 per application 
Capture Paper 0.14 1.83 1.83 per document 








the estimated expenses to be covered by that fund. Department revenues are the total of base expenditures 
plus the present law adjustments in the respective programs for payments to the CSC. Fund expenses are 
broken down into two categories: 

1) direct expenses made by the CSC; and 

2) expenditures in other departmental programs funded by direct appropriations of internal service funds. Table 
6C indicates that the revenues anticipated by the CSC would be roughly $1.5 million less than would be needed 
to fund expenses of the CSC and meet the expenditures in programs funded by the CSC internal services fund. 






Table 6C shows the estimated revenues deposited to the Customer Service Center internal service fund, and 
ISSUE 
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The base year operations of the CSC were funded with short-term loans totaling $1.2 million at the 
end of fiscal 2000. The rates proposed for the CSC include repayment of these loans by the end of 
fiscal 2003. However, with a potential revenue deficit of $1.5 million, the CSC would need to rely 
even more heavily on short-term debt to finance its 2003 biennium operations. When considering the proposed fees for 
the CSC, the legislature has the following options: 
e Approve fees as proposed and:let the department manage the cash flow of the CSC with short-term debt, by 
~ increasing the volume of center use through more statewide participation, or through a combination of increased 
volume and short-term debt. 
Request the executive provide a schedule of fees and charges that the legislature could approve that would finance 
the program without short-term debt, except for that used to address unanticipated costs. In this case, the 
legislature would need to consider increasing the appropriations in programs that pay the fees to the center. 
Shift funding for the operations of the Customer Service Center back to the governmental fund types used prior to 
the funding switch made by the 1999 legislature. The legislature would then need to approve appropriations for 
the CSC and adjust funding for the appropriation of CSC Internal Service Funds for departmental programs 
spending the internal service fund. (These appropriations are displayed on Table 1 of the Agency Discussion 
Section.). Prior to moving the CSC to proprietary funding, the fiscal 2000 budget was funded with $4,191,769 


LFD ISSUE 
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from the general fund;$222,631 of state special revenue; and$752,756 of federal special revenue. 


Table 6C 
Customer Service Center Internal Service Fund 
Estimated Sources of Revenue/Expenses 
Source/Purpose/Use Fiscal 2002 Fiscal 2003 
Department of Revenue (base plus adjustments for payment to CSC) $5,580,973 $5,477,138 
Accounts receivable collections 2,035,000 2,172,500 
Unclaimed property 297,000 319,000 


State hail insurance premiums and per capita tax on livestock 90,000 270,000 
New hire reporting (DPHHS) 105,000 110,000 


Total estimated revenues (statewide) $8,107,973 $8,348 638 


CSC direct expenses 7,881,290 7,975,099 
Direct appropriation in other DOR programs 1,059,332 1,080,405 


Total estimated expenses $8,940,622 $9,055,504 





Estimated revenue shortfall $832,649 $706,866 
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The department has been evaluating the process for developing the rates in hope of determining the 
cause for the revenue shortfall. One potential outcome for this evaluation is that the adjustments 
made to program budgets in support of paying the CSC fees were inadequate. Table 6D shows how 
much would need to be added to each decision package to fully fund the CSC. In this case, the legislature has two 
options: 
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1) increase the present law adjustments as identified in Table 6D to pay the fees to the CSC; or 
2) approve the budgets for the programs are they are presented and make the department manage within the 
approved funding level. 












Table 6D 










Increases to Decision Packages to Pay the CSC 
Fiscal 2002 Fiscal 2003 
Federal Liquor Federal Liquor 
Decision General Special Enterprise General Special Enterprise 
Program Package Fund Revenue __ Proprietary Fund Revenue _ Proprietary | 
Director's Office (program 1) DP 2 $59,951 $50,894 
Resource Management DP 5 39,139 33,226 | 
Resource Management DP 6 31,636 26,857 
Compliance Valuation and Resolution DP 4 553,283 148,808 469,560 126,328 | 
Total $652,205 $148,808 $31,636 $553,680 $126,328 $26,857 














CSC Estimated Revenue Shortfall $832,649 $706,866 









Note: Budget increases are based on funding that is displayed in Table 2 of the Agency Discussion section for the Department of 
Revenue 
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Program Proposed Budget 


Budget Item 


FTE 

| fPersonal Services 
| JOperating Expenses 
|) #Equipment 

Local Assistance 

| [Debt Service 


Total Costs 


Federal Special 


Total Funds 


Funding 


DEPARTMENT OF REVENUE 


Program Description 

The Compliance, Valuation, and Resolution (CVR) Program oversees audits and measures in order to verify that 
taxpayers are complying with the laws. The program is also responsible for consistent valuation of properties statewide 
for purposes of property taxation. Program employees are presently located in all 56 counties. 


Program Discussion 


|| DEPARTMENT OF REVENUE 


Base PI; Base New 
Budget Adjustment Proposals 
Fiscal 2000 Fiscal 2002 Fiscal 2002 


419.81 (4.00) 


13,520,568 1,027,403 
9,004,494 482,606 
M539) (Giilsp)) 
13,812,774 41,121,618 
6,379 0 
$36,355,770 $42,624,532 
34,284,577 42,542,261 
252,411 (39,066) 
1,818,782 (21337) 


$36,355,770 $42,624,532 


SB 184 - Revised Property Tax Laws 


A-129 


08-COMPLIANCE VALUATION AND RESOLUTION 


Total 
Exec. Budget 
Fiscal 2002 


415.81 


14,547,971 
9,487,160 
4,400 
54,934,392 
6,379 


$78,980,302 
76,826,838 
213,345 
1,940,119 


$78,980,302 


Pls Base New 


Adjustment 
Fiscal 2003 


(8.00) 


1,014,178 
856,465 
(7,155) 
41,121,618 
0 


$42,985,106 

42,858,237 
(39,197) 
166,066 


$42,985,106 


Total 
Exec. Budget 
Fiscal 2003 


411.81 


14,534,746 
9,860,959 
4,400 
54,934,392 
6,379 


$79,340,876 
77,142,814 
213,214 
1,984,848 


$79,340,876 





Total 
Exec. Budget 
Fiscal 02-03 


411.81 


29,082,717 
19,348,119 
8,800 
109,868,784 
12,758 


$158,321,178 
153,969,652 
426,559 
3,924,967 


$158,321,178 


The 1999 legislature passed SB 184, which revised property tax laws. Changes made by SB 184 impact the Executive 
Budget for CVR in two ways. 


1) SB 184 changed the property reappraisal cycle from a 3-year cycle to a 6-year cycle, but moved the beginning date 
for reevaluating properties in classes three, four, and ten from January 1, 2007, to January 1, 2001. This change 
added requirements that increased program administration costs. SB 184 made appropriations to the department 
for these administrative costs. The 2003 budget requests adjustments associated with the requirements that were 
changed by SB 184. 

2) SB 184 also included appropriations for reimbursing local governments for revenue losses resulting from passage 
of property tax legislation by the 1999 legislature. SB 184 contained language that directed the Governor to 
include a present law base budget equal to the sum of reimbursements included in section 169 of SB 184. The 
sum of the reimbursements appropriated to the department equaled $70,584,392. 


The Compliance, Valuation, and Resolution Program is funded with general fund, state and federal special revenues. 
The program receives state special revenue from charges for administering several taxes. It receives federal special 
revenue as reimbursement for auditing unemployment insurance collections. 


COMPLIANCE VALUATION AND RESOLUTION 


DEPARTMENT OF REVENUE 


Present Law Adjustments 


State 


General Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


08-COMPLIANCE VALUATION AND RESOLUTION 


Federal 
Special 
1,532,397 
(406,562) 
(56,750) 
175,057 


$1,244,142 


State 
Special 


Federal 
Special 
1,620,902 
(409,215) 
(56,636) 
192,444 


$1,347,495 


DP | - Reappraisal - 2003 

0.00 (169,570) 0 0 
DP 2 - Leased Vehicle Request 

0.00 127,092 0 0 
DP 3 - Property Valuation Improvement Fund 


(169,570) 0.00 112,049 112,049 


127,092 0.00 296,648 296,648 


0.00 0 50,000 0 50,000 
DP 4 - Increased Use Costs for Customer Service Center 

0.00 326,221 2,188 
DP 5 - Project META Efficiencies 

(4.00) (105,604) 0 0 
DP 6 - Property Tax Reimbursements-SA 

0.00 0 0 0 0 0.00 0 0 
DP 7 - Annual Reimbursements to Local Governments 

0.00 41,121,618 0 0 


50,000 0.00 0 


28,445 356,854 0.00 245,784 269,149 


(105,604) (8.00) (211,853) (211,853) 


41,121,618 0.00 41,121,618 41,121,618 


Total Other Present Law Adjustments 


(4.00) $41,299,757 $52,188 $28,445 $41,380,390 (8.00) $51,669 $21,696 


$41,564,246 $41,637,611 
Grand Total All Present Law Adjustments $42,624,532 
$42,985,106 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP_1 - Reappraisal - 2003 - This request would adjust base funding for the 6-year property reappraisal process 
established by the 1999 legislature when it passed SB 184. SB 184 contained an appropriation that funded SB 184- 
related administrative costs for the 2001 biennium. The base contains funding for ongoing costs and for one-time 
expenditures relative to the 6-year reappraisal process. This request removes the one-time expenditures and adjusts the 
base for operating costs associated with end-of-cycle efforts, thus concluding the first cycle of reappraisals. Costs would 
increase in fiscal 2003 to notify taxpayers of resultant changes in property value. Other end-of-cycle costs include: 1) 
staff training; 2) development of construction cost and depreciation tables; 3) development of computer-assisted land 
pricing (CALP) tables; 4) sales verifications; 5) market and income modeling (includes mailing income and expense 
forms to taxpayers, review of returned documents, field visits and confirmation of data, and model development); and 6) 
final determinations of value. 


LFD As stated in the Program Discussion Section, SB 184 appropriated funds for the administration of 
COMMENT property reappraisals that began July 1, 2000. The appropriation included funding for 21.0 FTE. 
However, because the reappraisals did not occur in the base year, there were no base personal services 


expenditures for the reappraisal effort. The executive included a base adjustment to add funding for the 21.0 FTE. This 
base adjustment accounts for $666,238 in fiscal 2002 and $668,462 in fiscal 2003 of the statewide personal services 
adjustments included on the program present law table. 
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| DP 2 - Leased Vehicle Request - This request would fund the retirement of agency-owned motor vehicles and the 
_ subsequent replacement by leased vehicles from the State Motor Pool. The department currently operates a fleet of 101 
| owned vehicles and 57 vehicles leased from the State Motor Pool. During fiscal 2001, 15 of the owned vehicles would 
| be replaced with leased vehicles. This request is for funding to replace 53 owned vehicles with motor pool lease vehicles 
| during the 2003 biennium (28 in fiscal 2002 and 25 in fiscal 2003). The 53 vehicles to be replaced are the older and less 
| reliable agency-owned vehicles. 





DP_3_- Property Valuation Improvement_Fund - This request would fund software license agreements, copier 
| maintenance, and the acquisition of supplies and materials, customer service terminals, and printers and plotters. The 
request would also fund efforts to promote and enable public access to department-maintained data in all 56 counties. 
The executive is requesting that the Property Valuation Improvement Fund provide for this request. 


aan State law identifies the Property Valuation Improvement Fund as a state special revenue fund to be 
COMMENT used by the department for increasing the efficiency of the property appraisal, assessment, and taxation 
process through improvements in technology and administration. Revenues come from a fee charged 

to persons, federal agencies, state agencies, and other entities requesting the property valuation and assessment system 


database. The Governor's Office of Budget and Program Planning, the State Tax Appeal Board, and legislative agencies 
or committees are not charged this fee. 














DP 4 - Increased Use Costs for Customer Service Center - This request would increase funding for the services provided 
by the Customer Service Center. The increase is due to an anticipated growth in transaction volumes and the requested 
increases in the Customer Service Center rates. 


\ For a further discussion of the rates proposed by the Customer Service Center, see the Agency 
|| BAD ; : ; : ; 
i) COMMENT Discussion and the Proprietary Rates sections for the Customer Service Center Program. 









DP 5 - Project META Efficiencies - This request would accommodate the reduction of 4.0 FTE in fiscal 2002 and 8.0 
FTE in fiscal 2003. The funding reduction would provide for staffing reductions resulting from efficiencies gained by 
the reorganization of the department during the 2001 biennium. 


LFC COMMENT 


LFD The department was restructured from an organization that focused on and was structured around 
COMMENT specific tax types, to an organization structured around business processes. During the 2001 biennium, 
the department eliminated 29 FTE as a result of efficiencies gained from the reorganization. In the 


2003 biennium, the department proposes further reductions of 4.0 FTE in fiscal 2002 and 4.0 additional FTE in fiscal 
2003. 
















DP 7 - Annual Reimbursements to Local Governments _- This request would fund annual reimbursements to local 
governments for the loss of tax base resulting from actions taken by the 1999 legislature. 


LFD Reimbursements to Local Governments 
Bee As stated earlier, SB 184 provided appropriations so that the department could reimburse local governments 


for losses of tax base resulting from several tax-related pieces of legislation passed during the 1999 legislative session. 
Section 169 of SB 184 directed the Governor to include a present law base budget equal to the sum of reimbursements 
for the consideration of the 2001 legislature. 
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oa0 eo | SB 184 Directions to the Governor — Interpretation 
Pe VeD SB 184 contained two sections that conflicted in how the present law base budget should be presented | _ 
to the 2001 legislature. Section 167 provides a formula for calculating the amount of reimbursements that would be 
considered present law. Section 169 states that the present law base included in the Executive Budget should be the sum} | 
of the reimbursements contained in Section 169. Because the amount calculated using Section 167 would be] | 
significantly higher than the sum of reimbursements contained in Section 169, an interpretation of the intent of SB 184 
was requested of the Chief Legal Counsel for the legislature. The interpretation states that Section 167 terminates on 
December 31, 2001, and does not impose a statutory requirement for local government reimbursements in the 2003 
biennium. As a result, the appropriate amount to be considered present law is the amount derived from adding the 
reimbursements included in Section 169. Any adjustment for local government reimbursements above $70,584,392 in 
the Department of Revenue 2003 biennium budget request should be considered a new proposal. | 


This present law adjustment increases the present law budget to a level above that intended by SB 184 as interpreted by 
the Chief Legal Counsel for the legislature. Table 8A shows how the present law adjustment was requested, as compared | 
to the Chief Legal Counsel's opinion. 


As shown, the Executive Budget includes Table 8A 

$39,284,392 above present law that should SB 184 Reimbursements 

have been included in a new proposal. Table 2001 Biennium 

8B shows. totals for fully funding all Total 2001 Bienium Appropriatiions Fiscal 2000 _ Fiscal 2001 Biennium 
Aan fe caih that f 1 2001 Local Government $12,900,000 $54,934,392 $67,834,392 

cnt EES BL LU S mn CF ass Big SCA Charter forms of local government 0 0 2,150,000 

amounts are carried forward to the 2003 Tax increment financing districts 0 0 600,000 

biennium. $12,900,000 $54,934,392 $70,584,392 

‘ 2003 Biennium 

Table 8B shows that while the department Executive Budget Fiscal 2002 Fiscal 2003 Biennium 

requested funds to fully reimburse local Local Government $54,934,392 $54,934,392 $109,868,784 

governments for the loss of tax base, it did Charter forms of local government 0 0 0 

not include funding for charter forms of local ress ° q g 

government or for tax increment financing Pia? oer” Rie ee ee 

districts. Difference from Legal Counsel Present Law $39,284,392 


Table 8B 
SB 184 Reimbursements - Fiscal 2001 Annualized Level The legislature faces two issues regarding the 


2003 Biennium local government reimbursements initiated by 
Fully funded at fiscal 2001 level Fiscal 2002 Fiscal 2003 Biennium SB 184 


Total’ Government $54,934,392 $54,934,392 $109,868,784 D Ke Ieoisl ch 
Charter forms of local government 1,075,000 1,075,000 _—«2,150,000 | * oes the legisiature wish to continue 


Tax increment financing districts 300,000 300,000 600,000 | funding reimbursements to local governments 
$56,309,392 $56,309,392 $112,618,784 | ata level equal to the sum of reimbursements 
contained in Section 169 of SB 184, or does it 
wish to fund reimbursements at the level that 
Difference: budget from full funding ($2,750,000) | would provide annual amounts at the fiscal 

2001 level of SB 184, Section 169? 

Di Does the legislature wish to continue 
to. fund reimbursements to: a) charter forms of local governments prohibited from increasing mills in order to 
compensate for lower taxable values identified in Section 169(8) of SB 184; and b) tax increment financing districts as 
identified in Section 169(9) of SB 184? 


Total request in Executive Budget $109,868,784 
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| Rhae May 2000 Special Session Reserved $37.0 Million 
il] ISSUE 


| During the May 2000 special legislative session, the legislature reserved $37.0 million of the fiscal 2001 
| general fund ending balance to provide reimbursements to local governments and school districts during the 2003 
') biennium. While the legislature reserved the $37.0 million, it did not appropriate the funds for reimbursements. 























_| Options 


The legislature has the following options for dealing with the SB 184 reimbursements: 
Fund at the sum of SB 184 reimbursements - the necessary action would be to reduce the adjustment by 
$39,284,392 general fund for the biennium; 
Fund only local governments at the fiscal 2001 level - no changes would be required for this adjustment; or 
Fund local governments at the fiscal 2001 level and fund tax increment financing districts and charter forms of local 
governments prohibited from increasing mills in order to compensate for lower taxable values - the necessary action 
would be to increase the adjustment by $2,750,000 general fund for the biennium. 
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Agency Proposed Budget 


Base PE 
Budget Adjustment 


Budget Item Fiscal 2000 Fiscal 2002 


FTE 81.78 0.83 


Personal Services 3,219,035 340,977 
Operating Expenses 1,767,512 484,462 
Equipment 6,074 0 

Capital Outlay 0 0 
Local Assistance 42,990 0 
Transfers 0 0 
Debt Service 32,050 0 
$5,067,661 


Total Costs $825,439 


General Fund 3,955,998 (116,810) 
State/Other Special 1,041,985 148,503 
Federal Special 28,670 793,519 
Capital Projects 0 0 
Proprietary 41,008 mai, 

Total Funds 


$5,067,661 $825,439 


Agency Description 


Base New 
Proposals 
Fiscal 2002 


$305,255 


262,676 
0 
42,579 
0 

0 


$305,255 


Total 
Exec. Budget 
Fiscal 2002 


84.61 


3,654,969 
2,462,272 
6,074 

0 

42,990 

0 

32,050 


$6,198,355 


4,101,864 
1,190,488 
864,768 

0 

41,235 


$6,198,355 


PE Base New 


Adjustment 
Fiscal 2003 


0.83 


361,213 
(379,257) 


($18,044) 


(169,711) 
157,749 
(6,481) 

0 

399 


($18,044) 


Proposals 
Fiscal 2003 


$103,598 


Total 
Exec. Budget 
Fiscal 2003 


84.61 


3,675,543 
1,396,558 
6,074 

0 

42,990 

0 

32,050 


$5,153,215 


3,849,168 
1,199,734 
62,906 

0 

41,407 


$5,153,215 


The Department of Administration provides central services for state agencies in the following areas: 
e accounting and financial reporting (Accounting and Management Support Program); 


e warrant writing (Accounting and Management Support Program); 


e capitol complex building maintenance and security (General Services Program); 
e state bonded indebtedness administration (Accounting and Management Support Program); 
e state treasury services (Accounting and Management Support Programs); 


SUMMARY | 


Total 
Exec. Budget 
Fiscal 02-03 


84.61 


T3380 12 
3,858,830 
12,148 

0 

85,980 

0 

64,100 


$11,351,570 
7,951,032 
2,390,222 
927,674 


0 
82,642 





$11,351,570 


e insurance coverage and Tort Claims Act administration (Risk Management and Tort Defense Program); 

e information systems development, telecommunications, and data processing (Information Systems Division); 
e personnel management and labor relations (State Personnel Division); 

e purchasing and surplus property administration (Procurement and Printing Division); and 

e duplicating, mail, and messenger services (Procurement and Printing Division). 


The department also administers the state Long Range Building Program and state employee group benefits program. In 
addition, the Board of Examiners, the State Tax Appeal Board, the Appellate Defender, the Public Employees’ 
Retirement Board, and the Teachers' Retirement Board are attached to the department for administrative purposes only. 


The main table above includes only a portion of the department's total funding. Several functions are funded with 
proprietary funds that do not require an appropriation. These proprietary functions are discussed in the proprietary 
program narratives. 


Supplemental Appropriation Description 

The executive has included a request for the department of $17,500 state special revenue in HB 3, the supplemental 
appropriations bill for consideration by the 2001 legislature. The department request is for rent expenses for the day care 
center in Helena. 


For a discussion of the Helena day care center please refer to the LFD Issue following present law DPI, 


ae Operating Cost Changes, in the section of this report for the State Personnel Division. 


ISSUE 
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Agency Discussion 


Summary of Executive Budget Changes 


The Executive Budget request for the 2003 biennium increases by nearly $913,000 or 8.7 percent over the 2001 
| biennium. General fund decreases by nearly $223,000 or 2.7 percent, while federal special revenue funding increases by 
_ nearly $867,000 and state special revenue increases by nearly $266,000. Three separate adjustments and statewide 
| present law adjustments account for the majority of the differences between the two biennia: 

e An adjustment in the Accounting and Management Support Program would add $200,000 general fund in fiscal 
2002 to implement a change in accounting and financial reporting standards. 

e A funding switch being proposed would move funding for the vendor maintenance contract costs of the Statewide 
Accounting, Budgeting, and Human Resources System (SAHRS) from general fund to proprietary funding, 
reducing general fund by nearly $953,000 over the biennium. This funding switch would not eliminate these 
expenditures, but would move the funding out of the General Appropriations Act to a non-budgeted funding 
source. However, agency budgets that pay the fees and charges associated with SABHRS would see increases in 
their budget requests to offset a portion of this funding change. 

e An adjustment would add $800,000 federal special revenue for the statewide Geographic Information System 
(GIS) Cadastral Database project. This funding would provide contracted services to continue to automate 
Montana's land parcel information contained in the database. 




















Agency Issues 


Internal Services Rates - 60-day Working Capital 


Internal service funds are used to account for activities supporting the operations when goods and services are provided 
by one department or agency to other departments or agencies of state government or to other government entities. The 
legislature does not appropriate these funds. The function can increase expenses as "business" changes. 


Section 17-7-123, MCA, states that fees and charges in the internal service fund type must be approved by the legislature 
in the general appropriations act. The Department of Administration has 15 programs or portions of programs that are 
funded with internal service funds. Of the 15 programs in the department funded with internal service funds, 9 are 
requesting that the legislature approve rates for services that would allow the programs the flexibility to maintain no 
more than a 60-day working capital reserve instead of approving specific fees and charges for each service. Generally, 
legislative approval of a 60-day working capital rate would defeat the intent of having the legislature review the financial 
activities of the program and approve fees and charges for the program. As such a 60-day maximum working capital rate 
is, in many cases, meaningless. 


A 60-day maximum working capital rate does not limit fees and charges a program can assess for a particular service. A 
program could allow expenses to increase and could fund the increased expenses by increasing fees and charges as long 
as the paying entity is either willing to purchase the services at the higher rates or is required to use the services of the 
program. This could all be done without any impact on the working capital reserve. 


Programs funded by federal special revenue for award of federal grants, cost reimbursement contracts, and other 
agreements are subject to the cost principles and standards of the Office of Management and Budget Circular A-87, 
"Cost Principles for State, Local, and Indian Tribal Governments." These principles and standards establish the rules 
governing federal reimbursement for state expenditures on federal participating projects. One requirement is that a 
working capital reserve as part of retained earnings in an internal service fund is limited to 60 days. This is not a firm 
requirement because working capital reserves exceeding 60 days may be approved in exceptional cases. 
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Legislative Approval of Fees and Charges 


The legislature has sole authority to appropriate state funds. When the legislature exercises this power, it sets limits on 
how much state funds can be spent by state government during a given period. It is through legislative approval of fees 
and charges of internal service funds that the legislature exercises its appropriation powers for the internal service funded 
programs. 


In addition to requiring the legislature to approve internal service fees and charges, Section 17-7-123, MCA, also states 
that the fees and charges in a biennium may not exceed the level approved by the legislature. Control of expenses is 
indirectly accomplished by setting caps on the fees and charges the entity can charge. Caps on fees and charges of an 
internal services funded entity control expenditures of state funds in two ways: 
e The caps somewhat limit and link the charges the internal service funded program can impose on other 
government entities to appropriations made for the paying entity in the legislative budget approval process. 
e Financial policies and processes limit the internal service funded program from spending more than the revenues 
can reasonably support. It is through this second method that the legislature controls expenditures by approving 
the maximum fees and charges an internal service funded program can charge other government entities. 


Legislatively Approved Rates do not Set Fees and Charges 


Section 17-7-123, MCA, does not require that the program apply the fees and charges at the level approved by the 
legislature. It only states that the fees and charges that the legislature approves are the maximum that can be charged 
during the biennium. The restrictions Montana law imposes on the flexibility a program has to set fees and charges for 
services funded with an internal service fund are: 1) fees and charges can not be higher than those approved by the 
legislature in the general appropriations act (Section 17-7-123(6), MCA); 2) fees and charges for services deposited in 
the internal service fund type must be based upon commensurate costs (Section 17-8-101(6), MCA); and 3) in certain 
instances, specify fees and charges in law. Owning to these restrictions, programs are generally free to set fees and 
charges at whatever level makes the most business sense. 


Why Would the Legislature Approve a 60-day Working Capital Rate? 


There are certain instances when the legislature might want to approve a rate for fees and charges that are based on a 60- 
day maximum working capital reserve. One instance when the legislature has determined that a 60-day working capital 
rate is appropriate for an internal service fund is when the program provides an unusually large volume of low cost goods 
or services, such as the Central Stores Program. The legislature has determined that approving maximum fees and 
charges for each good or service in this instance would provide accounting inefficiencies that outweigh the benefits from 
establishing specific maximum fees and charges. 


Agency Arguments for a 60-day Working Capital Rate - Hiring and Retention Issues 


The agency has provided several reasons why the legislature should approve rates based on maintaining a maximum 60- 
day working capital reserve instead of specific fees and charges for each good or service the program offers. One such 
justification is that hiring and retention issues for certain positions funded with internal service fund would impose 
hardships on the program to establish the level of fees and charges. Specifically, the agency has stated that high turnover 
and training costs for computer programming staff would impose hardships on the program that would impede its ability 
to accurately determine fees and charges. However, agencies that are funded with sources that the legislature 
appropriates in the General Appropriations Act must estimate their budget needs for the next biennium under the same 
human resource regulations and conditions as those funded with internal service funds. 


The legislature may wish to ask the programs that are stating hiring and retention issues as justification for the legislature 


to approve rates based on a maximum 60-day working capital reserve why they should receive special considerations that 
are not afforded to programs that are funded with appropriated funds. 
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SUMMARY 





Budget Item 


FTE 


Personal Services 
| JOperating Expenses 


_ §Capital Projects 


Proprietary 


Total Funds 


Biennium Budget Comparison 


Present 
Law 
Fiscal 2002 


82.61 


3,560,012 
2,251,974 
6,074 

0 

42,990 

0 

32,050 


$5,893,100 


3,839,188 
1,190,488 
822,189 
0 

41,235 


$5,893,100 


New 
Proposals 
Fiscal 2002 


$305,255 


262,676 
0 
42,579 
0 

0 


$305,255 


Total 
Exec. Budget 
Fiscal 2002 


84.61 


3,654,969 
2,462,272 
6,074 

0 

42,990 

0 

32,050 


$6,198,355 


4,101,864 
1,190,488 
864,768 

0 

41,235 


$6,198,355 


Present 
Law 
Fiscal 2003 


82.61 


3,580,248 
1,388,255 
6,074 

0 

42,990 

0 

32,050 


$5,049,617 


3,786,287 
1,199,734 
22,189 

0 

41,407 


$5,049,617 


New 


Proposals 
Fiscal 2003 


$103,598 


Total 
Exec. Budget 
Fiscal 2003 


84.61 


3,675,543 
1,396,558 
6,074 

0 


42,990 
0 

32,050 
$5,153,215 
3,849,168 
1,199,734 
62,906 

0 

41,407 


$5,153,215 


Total 
Biennium 
Fiscal 00-01 


0.00 


6,707,772 
3,57 15283 
6,074 

0 

89,110 

0 

64,450 


$10,438,689 


8,173,649 
2,124,635 
61,002 

0 

79,403 





$10,438,689 


Total 
Exec. Budget 
Fiscal 02-03 


84.61 


7,330,512 
3,858,830 
12,148 

0 

85,980 

0 

64,100 


$11,351,570 


7,951,032 
2,390,222 
927,674 

0 

82,642 


$11,351,570 


New Proposals 
The table below summarizes all new proposals requested by the executive. Descriptions and LFD discussion of each 
new proposal are included in the individual program narratives. 


New Proposals 


Federal 
Special 


State 
Special 


General 
Fund 


Federal 
Special 


State 
Special 


General 


Prgm Fund 


DP 1 - Public Safety Communications Program - GF 

07 1.00 62,676 0 0 
DP 2 - Accounting Bureau Contracted Services 

03 0.00 200,000 0 0 
DP 3 - Accounting CMIA FTE 

03 1.00 0 


62,676 62,881 0 62,881 


200,000 i 0 0 0 


42,579 42,579 : 0} 40,717 40,717 





Total 2.00 $40,717 $103,598 


$262,676 


$42,579 $305,255 $62,881 


DEPARTMENT OF ADMINISTRATION A-137 SUMMARY 





DEPARTMENT OF ADMINISTRATION 


Program Proposed Budget 


Budget Item 


FTE 


Personal Services 
Operating Expenses 
Equipment 

Local Assistance 


Total Costs 
General Fund 
State/Other Special 
Federal Special 


Proprietary 


Total Funds 


Base 
Budget 
Fiscal 2000 


* 20.42 


894,623 
245,883 
0 
40,231 


$1,180,737 

1,108,502 
235i) 
28,670 
41,008 


$1,180,737 


re Base New 


Adjustment 
Fiscal 2002 


0.50 


66,852 
38,396 
0 


0 
$105,248 
109,002 

2,500 
(6,481) 
227 


$105,248 


Proposals 
Fiscal 2002 


0 
0 


$242,579 

200,000 
0 

42,579 
0 


$242,579 


03-ACCOUNTING & MGMT SUPPORT PROG 


Total 
Exec. Budget 
Fiscal 2002 


aleoe 


1,001,014 
487,319 
0 
40,231 


$1,528,564 

1,417,504 
5,057 
64,768 
41,235 


$1,528,564 


PU Base New 
Adjustment Proposals 
Fiscal 2003 Fiscal 2003 


0 0 
0 0 
$58,208 $40,717 
61,790 
2,500 
(6,481) 
399 


$58,208 


Total 
Exec. Budget 
Fiscal 2003 


Zoe 


1,006,952 
232,479 
0 
40,231 


$1,279,662 

1,170,292 
5,057 
62,906 
41,407 


$1,279,662 


Total 
Exec. Budget 
Fiscal 02-03 


aoe 


2,007,966 
Tos 
0 
80,462 


$2,808,226 


2,587,796 
10,114 
127,674 
82,642 





$2,808,226 


Program Description 

The Accounting and Management Support Program consists of several units. The Director's Office is responsible for 
overall supervision and coordination of agency programs and administratively attached boards and agencies. The Legal 
Unit provides legal services to agency and administratively attached boards and agencies. The Accounting Bureau is the 
process owner of the financial portion of the Statewide Budgeting, Accounting, and Human Resource System 
(SABHRS), establishes state accounting policies and procedures, administers the federal Cash Management 
Improvement Act, processes warrants for all state agencies, and prepares the state Comprehensive Annual Financial 
Report (CAFR). The Management Support Bureau and Personnel function provide financial, budgeting, accounting, 
personnel, payroll, and data processing functions for the department. 


Program Narrative 


GASB Statement 34 


One of the functions of the Accounting Bureau is to prepare the Comprehensive Annual Financial Report (CAFR) for the 
state. Section 17-2-110, MCA, requires that financial reports be prepared in accordance with generally accepted 
accounting principles so reports accurately and comprehensively present the financial activities of the reporting agencies 
and can be used effectively by the executive and legislative branches of state government. Generally accepted 
accounting principles for government entities are set by the Governmental Accounting Standards Board (GASB). When 
GASB makes changes to the accounting standards for government entities, it issues statements to promulgate the new 
standards. 


In June 1999, GASB issued a new set of standards when it issued Statement 34, “Basic Financial Statements -- and 
Management's Discussion and Analysis - for State and Local Governments”. GASB Statement 34 has an 
implementation schedule that would have Montana apply the requirements in financial statements for periods beginning 
after June 13, 2001. According to a press release by GASB, GASB Statement 34 is one of the most comprehensive 
standards in the history of government accounting. GASB Statement 34 makes some significant changes to the 
accounting standards for the state. One of the major changes GASB Statement 34 makes is that financial statements 
would now be required to account for capital assets, including infrastructure, on government-wide statements. 
Accounting for infrastructure will be a minor change for some agencies, but will be a significant change for other 
agencies that have large investments in infrastructure. To address the workload issues of the department and to provide 
accounting policy direction to other agencies, the program has included two budget requests to add resources that are 
directly related to the workload issues to implement GASB Statement 34 in Montana. 
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| 


| Funding 

! The Director's Office and the Accounting and Management Support Bureau are funded with general fund. The legal, 
. warrant writing, and data processing support functions are funded with proprietary funds, which derive revenue from 
_ allocation of costs to programs and administratively attached agencies and boards. The proprietary funded portions of 
. the division are not included in the budget table. The Treasury Unit of the Management Support Bureau receives minor 
funding from the Department of Commerce Investment Division proprietary account. The cost of the general services of 
_ the financial advisor is funded with state special revenue from fees charged for state-administered bond issues. The U.S. 
Treasury Department reimburses the state for the cost of complying with the federal Cash Management Improvement 
Act. 











‘| Present Law Adjustments 


State Federal State Federal 
General Special Special Funds General Special Special 


‘| Personal Services 68,123 
Vacancy Savings (26,529) 
Inflation/Deflation (5,769) : 
Fixed Costs 34,720 (16,335) 


Total Statewide Present Law Adjustments $70,545 $25,425 


| | DP 4 - Miscellaneous Operating Increases for Accounting 
| 0.50 29,753 0 29,753 : , 30,283 
DP 6 - Financial Advisor Fees adjustment 
0.00 0 2,500 2,500 f ; 2,500 
DP 10 - Policemen's Retirement Fund Actuarial Review 
0.00 2,450 0 2,450 4 0 


Total Other Present Law Adjustments 
0.50 $32,203 $2,500 $34,703 : $30,283 $2,500 $32,783 


Grand Total All Present Law Adjustments $105,248 $58,208 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 4 - Miscellaneous Operating Increases for Accounting - This request would fund the addition of 0.5 FTE grade 16, 

' accountant to address workload issues associated with the recent release of GASB Statement 34. The request would also 

fund an increase in the allocation of costs for the proprietary funded Network Support Unit to pay for services that are 

provided to the portions of the Director's Office, Accounting Unit, and Management Support Unit that are funded by 

appropriations made by the legislature. The Director's Office, Accounting Unit, and Management Support Unit pay the 

proprietary funded Network Support Unit for maintenance support of computers and printers based on an allocation for 
each computer in the program. 
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DP 6 - Financial Advisor Fees adjustment - This request would fund one additional meeting of the Capital Finance 
Advisory Council each year. Typically, two meetings are held each year. However, only one meeting was held during 
the base year. Agencies that sell bonds receive updates on federal bond requirements that are presented by organizations 
such as the Securities Exchange Commission. The meetings also provide updates on general issues in the bond market. 
This request would be funded by state special revenue from fees charged for bond issues administered by the department. 


DP_10 - Policemen's Retirement Fund. Actuarial Review - This request would fund an increase in costs for the biennual 
actuarial review of the Policemen's Retirement Fund. The executive requests that the legislature designate an 
appropriation for this purpose as a restricted biennial appropriation. 





New Proposals 


State Federal Total State Federal Total 
General Special Special Funds General Special Special Funds 


DP 2 - Accounting Bureau Contracted Services 

03 0.00 200,000 0 200,000 0.00 0 
DP 3 - Accounting CMIA FTE 

03 1.00 0 42,579 42,579 1.00 40,717 


Total 1.00 $200,000 $42,579 $242,579 1.00 $40,717 





New Proposals 


DP 2 - Accounting Bureau Contracted Services - This request would fund contracted services to assist in implementing 
changes to financial reporting standards made by GASB. 





oan The accounting standard changes of GASB Statement 34 will have two basic cost impacts for the department | ! 
ISSUE aa implementation costs and on-going maintenance costs. This request would fund contracted 
services to implement a major change in accounting standards, which should be classified as one-time 
implementation costs. Other adjustments add resources to address the on-going costs that would result once the new 
standards are implemented. As such, this request should be designated as a one-time-only appropriation. 





DP. 3 - Accounting CMIA FTE - This request would fund the addition of 1.0 FTE grade 14, management analyst and 
miscellaneous office expenses to provide agencies receiving $4.0 million or more in federal funds with assistance on 
complying with the federal Cash Management Improvement Act (CMIA). The executive is requesting funding at market 
salary for this position based on difficulties recruiting personnel with the skill set needed for this position while offering 
entry-level salaries. 









Congress passed the Cash Management Improvement Act in 1990. This federal legislation requires 
agreements between the United States Department of Treasury and a representative from each of the 50 
states. The Department of Administration is the representative for Montana. The CMIA agreement 
requires states to develop draw-down schedules and check clearance patterns for programs that receive $4.0 million or 
more in federal funds. These schedules attempt to create an interest-neutral situation, whereby no interest is earned on 
the part of either the state or the federal government as a result of the federal fund draws. These agreements have been in 
place since 1994. 


OD) 






COMMENT 












The executive identifies workload issues as a justification for this request, stating that the Accounting Bureau has 
attempted to use existing staff to develop and maintain check clearance patterns and draw-down schedules and assist 
state agencies. However, state agencies require more help than is currently available to help them comply with this 
federal mandate. As a result, interest on state funds has been lost because of noncompliance with the agreement. 
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Proprietary Rates 
| 


| Legal Services Unit (A/E 06504) 
{ 
’ Program Description 

| The Legal Unit of the Director's Office advises all divisions within the department on legal matters. The unit receives 
| the majority of its funding through the Legal Services internal service fund by charging the non-general fund divisions 
| for services provided. ) 

















Revenues and Expenses 
The Legal Services Unit devotes 1.33 FTE of their 2.0 FTE to the legal matters of non-general fund divisions and 


administratively attached agencies and boards. The allocation is based on a previous time study and experience during 
the 2001 biennium. The projected personal services and associated operating costs of the 1.33 FTE are allocated to the 
non-general funded entities based on the number of cases and time involvement in the cases. The Legal Services Unit 
bills on a semi-annual basis (in July and January), so the unit charges enough to generate a minimal cash reserve. The 
+ costs of the remaining 0.67 FTE are paid by the general fund and are included in the main budget tables. The Report on 
| Internal Service & Enterprise Funds, 2003 Biennium for fund number 06504 shows historical and projected revenues, 
expenses, fund equity, and retained earnings for the legal services internal service fund. 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Balance Information 
Estimated Estimated Estimated 


FY97 FY98 FY99 FY0O FY01 FY02 FY03 
Beginning Retained Earnings (14,572) (3,588) (9,358) (8,123) (18,325) (22,602) (31,274) (22,200) 
Increases 
Fee Revenue 99,245 101,923 55,115 54,830 91,024 91,144 113,215 113,215 
Investment Earnings - : - - - - - - 
Transfers In 
Miscellaneous, operating 5 - 12 75 75 


Miscellaneous, other - - a E : £ 2 
Total Increases 99,250 101,923 55,127 54,905 91,099 91,144 113,215 113,215 


(Decreases) 
Personal Services 78,595 98,630 46,417 58,656 88,521 90,816 93,540 96,346 
Operations 8,757 9,063 5,729 6,451 8,861 9,000 10,601 10,750 
Transfers Out - - - - - - - 
Miscellaneous, operating - 


Miscellaneous, other 914 - - . : ‘ 
Total Decreases 88,266 107,693 52,146 65,107 97,382 99,816 104,141 107,096 


Adjustments to Beginning Retained 


Earnings 2,006 


(1,746) 


Ending Retained Earnings (3,588) (9,358) (8,123) (18,325) (22,602) (31,274) (22,200) (16,081) 


Total Contributed Capital S 2 . 2 
Total Fund Equity (3,588) (9,358) (8,123) (18,325) (22,602) (31,274) (22,200) (16,081) 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 


miscellaneous operating divided by 
10,851 


Estimated-------- 


Requested Rates for Internal Service 
Funds 

eachers' Retirement 
Personnel Division 
Risk Management & Tort Defense 
General Services 
Architecture & Engineering 
Information Services 


FY2002 FY2003 
22,643 
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Rate Explanation 


Table 3A shows the share of the total fund revenue each program or division is expected to pay. For purposes of 
legislative action on fund rates, the Legal Services Unit rates are defined as the percentage share of total revenue each 


program or division is expected to pay. 


Table 3A 
Legal Services Rates 


Rate Category 2003 Biennium 


Information Services Division 
Teachers' Retirement Division 
Employee Benefits Program 


Risk Management and Tort Defense Program 
Architecture and Engineering Program 
General Services Division 


Total 


PL5 - Network Support Unit Rates for Legal Unit - This request would fund an increase to the network support 
allocation to the Legal Services Unit for maintenance support of unit computers and printers. The increase for the Legal 


Services Unit is $889 for the 2003 biennium. 
Network Support Unit (A/E 06560) 


Program Description 


The Network Support Unit administers all data processing functions of the department except those of the Information 
Services Division. The unit provides network support services, including installing software and hardware, responding 
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27% 
20% 
26% | 

2% 
18% | 
71% 


100% 





to computer problems, and answering software questions. The unit also provides computer-programming services. ) 


Revenues and Expenses 


The unit anticipates revenues of $165,149 in fiscal 2002 and $168,482 in fiscal 2003. These amounts are increases of 40 
percent and 43 percent over base year revenue. The unit anticipates expenses of $159,090 in fiscal 2002 and $159,899 in 
fiscal 2003. These amounts are increases of 42 percent and 43 percent over base year expenses and are mainly due to 
increases in salaries for information technology employees, increased data network costs, and increased programming 
needs. The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund number 06560 shows historical and 
projected revenues, expenses, fund equity, and retained earnings for the network support unit internal service fund. 
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Fund Number Fund Name Agency Number Agency Name Program Name 


. 7 : ; 
Report on Internal Service & Enterprise Funds, 2003 Biennium 
06560 DP Unit Proprietary Fund 6101 Department of Administration 


Fund Balance Information 
Estimated Estimated Estimated 

FY96 FY97 FY98 FY99 FY0O FY01 

Beginning Retained Earnings (3,546) 5,383 2,580 (1,087) 12,693 19,455 
Increases 

Fee Revenue 60,468 65,673 130,693 148,998 118,220 151,502 165,149 168,482 
Investment Earnings - - - - - - - - 
Transfers In - - 
Miscellaneous, operating - - - 123 196 
Miscellaneous, other - - - - - - - 
Total Increases 60,468 65,673 130,693 149,121 118,416 151,502 165,149 168,482 














(Decreases) 
Personal Services 45,107 54,564 107,782 125,733 91,672 121,102 133,186 133,924 
Operations 6,432 13,912 21,256 24,277 19,350 38,236 25,904 25,975 
Transfers Out - - 4,675 - - - - - 
Miscellaneous, operating - - 
Miscellaneous, other - - - - 632 - - - 
Total Decreases 51,539 68,476 133,713 150,010 111,654 159,338 159,090 159,899 


Adjustments to Beginning Retained 
Earnings - - (647) 14,669 - - - - 
Ending Retained Earnings 5,383 2,580 (1,087) 12,693 19,455 11,619 17,678 26,261 
Total Contributed Capital - - - - - - - 
Total Fund Equity 5,383 2,580 (1,087) 12,693 19,455 11,619 17,678 26,261 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
11,413 


Reque 

Funds : 

Support per computer $505 $547 $668 $714 

Support per server $1,072 

Programming cost/per hr $18 $18 To maintain 60 day working capital 
The financial objective of the Network Support Unit is to operate on a break-even basis. This unit charges 
other divisions in the department a fixed fee per computer to cover the costs of providing network support 
services, which it bills in July of each fiscal year to build up the working capital balance it requires. It charges 

ing, which it bills on an actual-hours-used basis. 





Rate Explanation 

The financial objective of the Network Support Unit is to operate on a break-even basis. The unit charges other divisions 
in the department a fixed fee per computer to cover the costs of providing network support services, which it bills in July 
of each fiscal year to build up the working capital reserve it requires. It charges a set per hour fee for computer 
programming, which it bills on an actual-hours-used basis. 


The Network Support Unit is requesting a rate of $714 per computer in fiscal 2002 and $732 per computer in fiscal 2003 
for computer support. For server support, the unit is requesting a rate of $1,072 in fiscal 2002 and $1,098 in fiscal 2003. 
The unit is requesting a 60-day working capital rate for computer programming support. 


The Network Support Unit requests that the legislature approve a 60-day working capital reserve as its 
SD maximum rate for fees and charges for the 2003 biennium. The 60-day working capital reserve rate is being 

justified because some of the cost variables would prohibit the unit from establishing specific per hour rates. 
The unit contends that various levels of complexity in the programming requests of the unit would impose salary 


AyD 





requirements that depend on the knowledge, skills, and abilities of staff necessary to meet the needs of users. High rates 
of turnover of programming staff and training costs needed to develop new and existing staff resources would inhibit the 
unit's ability to predict expenses and determine rates. The unit states that these complexities associated with the costs of 
staff resources would not allow the unit to accurately predict staff costs to meet user needs and would justify the 
flexibility of a 60-day working capital rate. 
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The issue, "Legislative Approval of Fees and Charges," contained in the agency section of this report 
LFD ISSUE . : : . : Miwon. ; 
CONTINUED for the department discusses the issue the unit has identified as justification for a 60-day working 


capital reserve as the rate for programming staff fees. The legislature may wish to request that the 
unit propose a specific hourly fee that would allow the unit reasonable latitude to provide programming services to all its 
customers and that the legislature could approve as the maximum fee for the unit during the 2003 biennium. 





Warrant Writer Program (A/E 06564) 


Program Description 
The Warrant Writer Program provides check writing and automatic-deposit capabilities for financial transactions to most | 
state agencies. The program produces and processes warrants and tracks them on the warrant writer system. The — 
program generates, mails, tracks, and cashes each warrant. The services the program offers include direct deposit, | 
warrant consolidation, stopping of payments, warrant cancellations, emergency warrants, duplicate warrants, warrant 
certification, warrant research, payee file data, and federal 1099-MISC processing. 


| 
The system handles about 2 million payment transactions per year. Payment transactions include warrant writing and | 
electronic transfers for vendor payments, retirement payments for public employees and teachers, payroll, workers’ — 
compensation, income tax refunds, special refunds, and public assistance benefit payments. In addition, the program 
maintains a central payee file to facilitate payment processing. The program also consolidates 1099-MISC information | 
for the Internal Revenue Service (IRS). The program coordinates compliance with IRS rules governing 1099 MISC- 
filings and error reports. | | 


Revenues and Expenditures | 
The program uses historical data to forecast the following categories of payments: mailer warrants, non-mailer warrants, 
emergency warrants, duplicate warrants, external warrants, and electronic fund transfers. The program forecasts 
revenues of $831,766 in fiscal 2002 and $845,138 in fiscal 2003. These are increases of 14 percent and 16 percent from | 
base year revenues. The program forecasts expenses of $807,975 in fiscal 2002 and $824,609 in fiscal 2003. These 
amounts are increases of 5 percent and 6 percent, respectively, from base year expenses. The increases in revenues and — 
expenditures are because of a projected increase in postage and warrant stock. The Report on Internal Service & 
Enterprise Funds, 2003 Biennium for fund number 06564 shows historical and projected revenues, expenses, fund 

equity, and retained earnings for the warrant writing internal service fund. 
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Report on Internal Service & Enterprise Funds, 2003 Biennium 


‘FundNumber ~—~—~—s Fund Name Agency Number Agency Name ae ~ Program Name 
06564 Warrant Writing 6101 Department of Administration 





Fund Balance Information 
Estimated Estimated Estimated 
FY97 FY98 FY99 FY00 FY01 FY02 FY03 
Beginning Retained Earnings - 78,766 107,245 118,182 48,099 1,767 30,249 54,040 
Increases 
Fee Revenue 818,228 759,235 868,479 729,763 671,442 831,766 845,138 
Investment Earnings - - - - - - - 
Transfers In - - - - - - - 
Miscellaneous, operating - - 12 345 350 - - - 
Miscellaneous, other - - - - - - - - 
Total Increases 946,443 818,228 759,247 868,824 730,113 671,442 831,766 845,138 


(Decreases) 

Personal Services 180,144 167,075 165,385 169,284 132,254 161,566 166,413 171,405 
Operations 689,011 622,674 588,029 644,436 644,186 481,394 641,562 653,204 
Transfers Out - - - 125,187 - - - - 
Miscellaneous, operating - - - - - - 
Miscellaneous, other - - - - - - - - 
Total Decreases 869,155 789,749 753,414 938,907 776,440 642,960 807,975 824,609 
Adjustments to Beginning Retained 
Earnings 1,478 - 5,104 (5) - - - 

Ending Retained Earnings 78,766 107,245 118,182 1,767 30,249 54,040 74,569 
Total Contributed Capital 34,881 35,756 20,779 20,779 - - - 

Total Fund Equity 113,647 143,001 138,961 22,546 30,249 54,040 74,569 

Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
131,625 125,569 135,620 129,407 107,160 137,435 


Authority 


Requested ALLOCATED rates for 
arrant writer $677,203 $671,442 $831,766 $845,138} 17-8-301 
Budget is distributed as a fixed cost to agencies based on FY2000 actuals 






Rate Explanation 
Table 3B shows the rates proposed by the executive for the Warrant Writer Program for the 2003 biennium. 


Table 3B 
Warrant Writer Rates 


Rate Category Rate Unit Base Fiscal 2002 Fiscal 2003 
Mailer Warrants Per warrant $0.5028 $0.6170 $0.6145 
Non-Mailers Per warrant 0.1823 . 0.2080 0.2055 


Emergency Warrants Per warrant 3.3019 4.1329 4.1320 
Duplicate Warrants Per warrant 0.5036 5.6632 5.6624 
Direct Deposits Per warrant 0.0954 0.1671 0.1660 
Externals (printed from an outside system) Per warrant 0.1850 0.1825 





PLS - Network Support Unit Rates for Legal Unit/War Wtr - This request would fund an increase to the network support 
| allocation to the Warrant Writer Unit for maintenance support of unit computers and printers. 
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DEPARTMENT OF ADMINISTRATION 


Program Proposed Budget 


Budget Item 


FTE 

Personal Services 
Operating Expenses 
Transfers 


Total Costs 


State/Other Special 
Capital Projects 


Total Funds 


Base 
Budget 
Fiscal 2000 


17.50 
761,997 
272,835 
0 
$1,034,832 


1,034,832 
0 


$1,034,832 


PL Base New Total 


Adjustment 
Fiscal 2002 


0.00 
88,857 
33,142 

0 
$121,999 


AO, 
0 


$121,999 


Proposals 
Fiscal 2002 


Exec. Budget 
Fiscal 2002 


17.50 
850,854 
305,977 
0 
$1,156,831 


1,156,831 
0 


$1,156,831 


04-ARCH & ENGINEERING PGM 


Piz Base New 
Adjustment 
Fiscal 2003 


0.00 
93,861 
36,584 

0 
$130,445 


130,445 
0 


$130,445 


Proposals 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2003 


17.50 
855,858 
309,419 
0 
$1,165,277 


1,165,277 
0 


$1,165,277 


Total 
Exec. Budget 
Fiscal 02-03 


17.50 
1,706,712 
615,396 
0 
$2,322,108 


2,322,108 
0 





$2,322,108 





Program Description 

The Architecture and Engineering Division (A&E) manages remodeling and construction of state buildings. The 
division plans new and remodeling projects; advertises, bids, and awards construction contracts; administers contracts 
with architects, engineers, and contractors; disburses building construction payments; and provides design services for 
small projects. The division also formulates a long-range building plan for legislative consideration each session. 


Funding | 
‘The Architecture and Engineering Division is funded with funds transferred from the long-range building capital projects _ 
fund to a state special revenue account established for administrative expenditures. : 


Present Law Adjustments 

Fiscal 2002-------------------------------------------- 
State Federal Total State 
Special Special General Special 


Federal 


General Special 


Personal Services 118,360 
Vacancy Savings (24,499) 
Inflation/Deflation i 6,088 
Fixed Costs - L755 
Total Statewide Present Law Adjustments $108,722 $117,104 
DP 1 - Miscellaneous Operating Costs - DOA 
0.00 0 3D 13,277 : 13,341 13,341 


Total Other Present Law Adjustments 


0.00 $0 $13,277 $13,277 $13,341 $13,341 


Grand Total All Present Law Adjustments $121,999 $130,445 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. | 


The statewide present law adjustment for personal services are increases of 14.9 percent for fiscal 2002 and 


whee 15.5 percent for fiscal 2003. These apparently high increases are due to two positions that were vacant for all 


ISSUE 


of fiscal 2000. As of pay period ending November 17, 2000, one of these positions was still vacant. The 
legislature may wish to ask the executive if position 61102021, a grade 16 architect is still needed and if so, what work 
was not accomplished because of this vacancy. 





DP 1 - Miscellaneous Operating Costs - DOA - This request would fund increases in department indirect/administrative 
costs for services received from the proprietary funded Legal Services Unit and Network Support Unit. 
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| | DEPARTMENT OF ADMINISTRATION 06-PROCUREMENT & PRINTING DIV. 


{Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
| {Budget Item ~ Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


ETE 10.36 0.33 0.00 10.69 O33 A 10.69 10.69 


{Personal Services 407,827 24,061 0 431,888 25,929 433,756 865,644 
#Operating Expenses 94,623 8,613 0 103,236 8,688 103,311 206,547 
{Equipment 6,074 0 0 6,074 0 6,074 12,148 

















Total Costs $508,524 $32,674 $0 $541,198 $34,617 $543,141 $1,084,339 


|General Fund 508,524 32,674 0 541,198 34,617 543,141 1,084,339 


Total Funds $508,524 $32,674 $0 $541,198 $34,617 $543,141 $1,084,339 





' Program Description 
The Procurement and Printing Division is divided into four separate functions, as follows: 1) Publications and Graphics 
Bureau; 2) Property and Supply Bureau; 3) State Procurement Bureau; and 4) vehicle fueling, energy procurement, and 
state procurement card. | 


| The Publications and Graphics Bureau provides printing, duplicating, desktop publishing, layout and design, graphic and 
illustrative art, forms design, photo-reprographics, binding and quick copy, and photocopier pool services for state 
) agencies. 


The Property and Supply Bureau purchases, stocks, and sells office supplies, paper, janitorial supplies, and packaged 
| computer software to state agencies and administers the sale of state and federal surplus property. 


The State Procurement Bureau manages centralized purchasing for state agencies by investigating possible sources for 
| products, determining alternate product possibilities, preparing specifications, enforcing the terms and conditions 
| outlined in purchase orders, and providing technical assistance to state agencies regarding purchasing laws. 


The vehicle fueling, energy procurement, and state procurement card functions administer contracts for the statewide 
) fueling network, the deregulated purchase of electricity and natural gas, and the state's MasterCard contract for the 
automated processing of small purchases. 


proprietary funds derived through payments for services provided to other state agencies. The Property and Supply 
| Bureau is funded with proprietary funds derived through payments for goods and services provided to local governments 
| and other state agencies. The State Procurement Bureau is funded from the general fund. The vehicle fueling, energy 
| procurement, and State Procurement Card functions are funded with proprietary funds derived through markups on the 
cost of fuel and natural gas purchased for resale to state institutions and university system units. 


Since only the State Procurement Bureau is funded with general fund, the amounts in the main budget table pertain only 
to that bureau. | 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 

Vacancy Savings (11,794) (11,850) 
Inflation/Deflation 293 le 
Fixed Costs 4,553 5,016 


Total Statewide Present Law Adjustments $15,023 $17,721 |) 


DP 4 - Procurement Other Fixed Costs 
1,667 1,667 f 1,880 1,880 


DP 9 - Programmer: Procurement HB2 
0.33 15,984 15,984 : 15,016 15,016 


Total Other Present Law Adjustments 
0.33 $17,651 $17,651 $16,896 $16,896 


Grand Total All Present Law Adjustments $32,674 $34,617 


Executive Present Law Adjustments ; 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 4 - Procurement Other Fixed Costs - This request would fund increases in department indirect/administrative costs 
for services received from the proprietary funded centralized service functions of the agency. 


DP_9 - Programmer: Procurement HB2 - This request would fund the addition of 0.33 FTE grade 15, 
programmer/analyst and associated operating expenses to provide dedicated programming and computer support. The 
executive is requesting funding at the market salary level and has identified difficulty to recruit and retain information 
technology personnel as the basis for the request. 


The executive has requested funding for 1.0 FTE grade 15, programmer/analyst, but 0.67 FTE of this 
request is being requested in the proprietary funded portion of this program (0.34 FTE) and the Mail 
and Distribution Program (0.33 FTE) and does not appear on the above table. 


LFD 
COMMENT 


This request would provide funding for a dedicated programmer to replace a portion of the programming 
burden the program would have on the Network Support Unit in the department Accounting and Management 
Support Program that has been providing this service for a fee. However, the Network Support Unit has 
stated that the unit does not have the resources to meet the programming needs of the Procurement and Printing Division. 
The Procurement and Printing Division has specialized needs for Oracle programming and support to integrate the Paris 
software with the financial modules of the Statewide Accounting, Budgeting, and Human Resource System (SABHRS). 
Paris is software used to track the transactions made by users of state procurement cards. The services this position 
would provide could be made available from the Network Support Unit if the unit either provided training or hired staff 
with the required skills and knowledge. : 


BaD 


ISSUE 
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EB Developing the skills in the Network Support Unit to provide programming services for the 
We) LED ISSUE “_s ene i 
CONTINUED Procurement and Printing Division would develop a resource that could potentially serve other 


department programs, as well as the Procurement and Printing Division. As such, this request 


||| identifies a policy issue that the legislature may wish to address. 


| | By approving this request, the legislature would be opening the door for other programs to opt out of using services that 
|| are currently provided from a centralized unit, which was specifically created to provide these services. The primary 
||| benefit for opting out of using a centralized service is that of control. If a program has dedicated staff to perform a 
| centrally available function, the program has more control of the projects that would be completed, because they don't 


have to compete with other programs for use of the centrally available resources. This said, the legislature may wish to: 


1) approve this request and possibly set a precedent for departing from the enterprise approach for providing 
computer and programming support; or 


2) disapprove the request and reinforce the enterprise approach to providing support for computers and 
programming support. 





Proprietary Rates 
Publications and Graphics Account (A/E 06530) 


Program Description 

The Publications and Graphics Bureau prints; duplicates; provides photocopy pool copiers; provides typography; 
provides all aspects of graphic design and production, including layout and design, graphic and illustrative art, photo- 
reprographics, binding, and quick copy; and contracts certain printing functions to private printing vendors. 


Proprietary Revenues and Expenditures 

The program anticipates revenues of $5.7 million in fiscal 2002 and $6.1 million in fiscal 2003. These amounts are 
increases of approximately 8 percent and 14 percent, respectively, over base year revenue. The program anticipates 
expenses of $5.8 million in fiscal 2002 and $6.2 million in fiscal 2003. These amounts are increases of approximately 8 
percent and 16 percent, respectively, over base year expenses. The Report on Internal Service & Enterprise Funds, 2003 
Biennium for fund number 06530 shows historical and projected revenues, expenses, fund equity, and retained earnings 
for the publications and graphics internal service fund. 
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Proprietary Rates 
The program requests that the legislature allow it to charge fees for its services that would allow it to maintain a 60-day, 


working capital reserve. The program requests that the legislature approve a rate for operation of the Publications and) 
Graphics Bureau based on maintaining no more than a 60-day working capital reserve. 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


FundNumber + ~~~+~FundName ~~ AgencyNumber=S—s—é<‘<i«é‘«‘«‘< A ecy~“NName =~ Name 
06530 Publications & Graphics 6101 Department of Administration 


Estimated Estimated Estimated 
FY96 FY97 FY98 FY99 FY0O FY01 FY03 
Beginning Retained Earnings 1,323,788 1,259,002 1,253,238 1,104,978 1,135,694 1,047,846 : 697,524 
Increases 
Fee Revenue 6,392,741 6,454,867 6,212,956 5,464,557 5,312,666 6,498,100 5,736,992 6,074,862 
Investment Earnings - - e 594 - - - - 
Transfers In 
Miscellaneous, operating 


Miscellaneous, other - 13,148 - - - 7 % : 
Total Increases 6,392,741 6,468,015 6,213,006 5,466,418 5,314,235 6,498,100 5,736,992 6,074,862 


Fund Balance Information 


50 1,267 1,569 


(Decreases) 
Personal Services 754,187 862,267 774,991 862,663 802,792 958,171 871,090 969,086 
Operations 5,698,851 5,611,512 5,536,848 4,570,634 4,516,113 5,632,911 4,660,643 4,899,496 
Transfers Out - - - - - 181,945 280,654 310,154 
Miscellaneous, operating - - - 15,573 - - - 
Miscellaneous, other 4,489 - 14,160 8,990 7,192 - - - 
Total Decreases 6,457,527 6,473,779 6,325,999 5,442,287 5,341,670 6,773,027 5,812,387 6,178,736 


Adjustments to Beginning Retained 
Earnings : - (35,267) 6,585 (60,413) - = - 
Ending Retained Earnings 1,259,002 1,253,238 1,104,978 1,135,694 1,047,846 772,919 697,524 593,650 
Total Contributed Capital - - - - - - - - 
Total Fund Equity 1,259,002 1,253,238 1,104,978 1,135,694 1,047,846 772,919 697,524 593,650 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 

personnel services, operations, and 

miscellaneous operating divided by : 

6) 1,075,506 1,078,963 1,051,973 905,550 889,080 1,098,514 921,956 978,097 








Fee/Rate Information for Legislative Action. 
eae Rates tor IntemaliService The program must maintain a break-even approach in their operations, and have a large number of individual 
ungs Cork rates for the various products or services provided. Therefore, previous legislatures defined “rates and fees” 
for the program to mean a specific working capital reserve balance. The P & G Bureau requests a 60-day 
working capital reserve. 


The program has requested 60-day working capital rate, justifying the request with the rational that a 60-day 
working capital rate provides flexibility to adjust rates due to demand for services. The program has stated 
that the flexibility gained from a 60-day working capital rate would allow the program to lower or increase 
the rates charged to agencies to respond to business volume the program experiences without the need to inflate their 
rates to meet unanticipated increases in the cost of goods needed to provide the service. 


LFD 
ISSUE 


The issues, “Legislative Approval of Fees and Charges,” contained in the agency section of this report for the department 
shows that financial laws for fees and charges as long as they are below the maximum levels approved by the legislature 
and they are commensurate with costs. As such, the legislature may wish to request that the program provide a schedule 
of specific fees and charges for legislative approval as the maximum rates for the 2003 biennium. 





DP _1 — Programmer: P&G — This request would fund the addition of 0.34 FTE grade 15, programmer/analyst and 
associated operating expenses to provide dedicated programming and computer support. The executive is requesting 
funding at the market salary level and has identified the difficulty to recruit and retain information technology personnel 
as the basis for the request. The executive has requested funding for 0.67 FTE, but 0.33 FTE of this request is being 
requested in the HB 2 funded portion of this program. 
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| Rate Impact: This request would provide no material impact on the fees and charges proposed by the program. 


centralized service unit of the department. This issue has been raised earlier for a related decision package. 
Please refer to the LED issue following present law DP 9 for this program. 


The program requests funding to add FTE that would provide the same function as existing FTE of a 
liso 





























i) DP 6 - P&G Present Law Adjustment - The executive requests funding for overtime and increases in operating expenses 
| and equipment. Overtime would provide annual overtime below the base level to cover rush printing jobs and fiscal- 
| year-end printing and also would provide an additional $12,200 in fiscal 2003 to support the 2003 legislative session. 


| Increases in operating expenses would fund: 1) increases in the cost of printing supplies; 2) the cost of maintenance, 
| paper, and other printing supplies during the 2003 legislative session; 3) inflationary increases in the cost of goods 
purchased for resale; and 4) higher per-copy photocopy term contract costs in fiscal 2003. Increases are expected for the 
| per-copy photocopier term contract as the current contract is rebid. The primary factor behind the photocopier per-copy 
| contract increase is that digital copiers would be provided instead of the analog photocopiers that are currently being 
» used. 


| Increases in equipment would fund an additional $50,000 per year to cover the installment purchase of a high speed 
| electronic processing duplicator and $120,500 in fiscal 2002 and $150,000 in fiscal 2003 to replace worn out, fully- 
| depreciated existing duplicating equipment. 


Rate Impact: This request would provide no material impact on the fees and charges proposed by the program. 


| Central Stores Account (Fund 06531) 


Program Description 
Central Stores purchases, warehouses, sells, and delivers commonly used items to all state agencies in the following 
| categories: office supplies, coarse paper, fine paper, computer paper, janitorial supplies, printed forms, and software. 


Proprietary Revenues and Expenditures 

The program anticipates revenues of $4.7 million in fiscal 2002 and $4.7 million in fiscal 2003. These amounts are 
increases of roughly 11 percent for each year of the 2003 biennium, over base year revenue. The program anticipates 
| expenses of $4.7 million in fiscal 2002 and $4,6 million in fiscal 2003. These amounts are increases of approximately 5 
| percent per year over base year expenses. The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund 
| number 06531 shows historical and projected revenues, expenses, fund equity, and retained earnings for the central 
| stores internal service fund. 
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Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number FundName ~ AgencyNumber ~—~—~—«SAGency Name Program Name 
06531 Central Stores 6101 Department of Administration 


Fund Balance Information 
Estimated Estimated Estimated 


FY96 FY97 FY98 FY99 FY0O FY01 FY03 

Beginning Retained Earnings 1,533,996 1,540,330 1,479,507 1,216,698 915,987 578,031 ; 485,663 
Increases 

Fee Revenue 4,096,015 3,584,670 3,787,540 3,671,379 4,219,466 4,073,242 4,677,771 4,676,102 
Investment Earnings - - - - - 
Transfers In - - - - - - - 
Miscellaneous, operating “ = 200 438 . 980 - 
Miscellaneous, other : - - - - - - - 
Total Increases 4,096,015 3,584,670 3,787,740 3,671,817 4,220,446 4,073,242 4,677,771 4,676,102 


(Decreases) 
Personal Services 263,458 303,322 340,579 336,006 340,698 372,693 362,687 365,472 
Operations 3,763,745 3,339,498 3,677,439 3,647,016 4,087,286 3,819,508 4,288,493 4,274,136 
Transfers Out - - - - - 
Miscellaneous, operating 2,118 1,065 


Miscellaneous, other 2,691 1,608 3,402 - - - - - 
Total Decreases 4,032,012 3,645,493 4,021,420 3,983,022 4,427,984 4,192,201 4,651,180 4,639,608 


Adjustments to Beginning Retained 
Earnings (57,669) - (29,129) 10,494 (130,418) - - - 
Ending Retained Earnings 1,540,330 1,479,507 1,216,698 915,987 578,031 459,072 485,663 522,157 
Total Contributed Capital - - - - - - - 
Total Fund Equity 1,540,330 1,479,507 1,216,698 915,987 578,031 459,072 485,663 522,157 
Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 

personnel services, operations, and 

miscellaneous operating divided by 

6) 671,554 607,314 669,670 663,837 737,997 698,700 775,197 773,268 


Fee/Rate Information for Legislative Action: 


Requested Rates for Internal Service The program must maintain a break-even approach in their operations, and have a large number of individual 

Funds XXXX rates for the various products sold or services provided. Therefore, previous legislatures defined “rates and 
fees” for the program to mean a specific working capital reserve balance. The Central Stores Account 
requests a 60-day working capital reserve 





Proprietary Rates 


The program requests that the legislature allow it to charge fees for its services that would allow it to maintain a 60-day | 


working capital reserve. 


man The 1999 legislature approved a rate for Central Stores based on maintaining a 60-day working capital 


COMMENT 





approving specific rates for a large number of low cost items that are sold, purchased, and resold by the 
program. 


DP 7 - P&S Accountant 1.0 FTE - This request would fund the addition of 1.0 FTE grade 12, accountant to address 
workload increases. The additional staffing would assist with order entry, invoicing, accounts receivable, special 
projects, and would function as a backup for other accounting staff. The position would also assist in reconciling the 
bureau's subsystem to SABHRS. 


DP 8 - P&S Equip, Goods for Resale, Indirect/Admin Costs_- This request would fund the replacement of personal 
computers, a network server, and printers that the program considers to be obsolete. It would also fund inflationary 
increases in the costs of goods purchased for resale and increases in department indirect/administrative costs for services 
received from the proprietary funded Legal Services Unit and Network Support Unit. 
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reserve. The rate was approved because of the accounting inefficiencies that would result from 
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{ Surplus Properties Account (Fund 06066) 
| 
|| Program Description 

The Property and Supply Bureau operates the surplus property program to administer the sale of state and federal surplus 
| property no longer needed by state agencies. The bureau attempts to extend the life of state property by providing a 
' mechanism to transfer surplus property between agencies, political subdivisions, and the public. It also attempts to 


_ create a broad and efficient market for selling state surplus property and to provide accountability in the disposal of 
surplus state property. 

















_ Proprietary Revenues and Expenditures 
The program anticipates revenues of $554,684 in fiscal 2002 and $548,235 in fiscal 2003. These amounts are increases 
of roughly 39 percent in fiscal 2002 and 38 percent in fiscal 2003 over base year revenue. The program anticipates 
expenses of $526,060 in fiscal 2002 and $530,441 in fiscal 2003. These amounts are increases of approximately 11 
percent per year over base year expenses. The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund 
number 06066 shows historical and projected revenues, expenses, fund equity, and retained earnings for the surplus 
. property enterprise fund. 


Proprietary Rates 

The program charges a rate on the surplus of federal property based on original acquisition value of the property plus 
freight costs on items brought to the surplus warehouse. The federal General Services Agency (GSA) approves the rate 
the program charges for surplus of federal property. For state property the program charges a tiered fee depending upon 
the amount of equipment an agency has for sale. Because the program is funded with an enterprise fund, the legislature 
does not approve the rates for the surplus property enterprise fund. 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number j 
06066 
Estimated Estimated Estimated 


FY97 FY98 FYOO FY01 FY02 FY03 
Beginning Retained Earnings - 207,995 344,562 313,415 280,553 143,760 146,031 174,655 
Increases 
Fee Revenue 837,222 767,530 533,666 472,048 397,991 549,137 554,684 548,235 
Investment Earnings - - - - - - - - 
Transfers In 
Miscellaneous, operating - - - 257 2 


Miscellaneous, other - - - = . = a z 
Total Increases 837,222 767,530 533,666 472,305 397,993 549,137 554,684 548,235 


Fund Balance Information 


(Decreases) 
Personal Services 280,568 244,430 225,443 223,563 216,220 233,639 256,175 257,624 
Operations 400,100 374,522 331,753 281,604 259,024 313,227 269,885 272,817 
Transfers Out - - - - - - - - 
Miscellaneous, operating 2,036 1,065 - 
Miscellaneous, other 4,202 10,946 2,835 - - - - - 
Total Decreases 686,906 630,963 560,031 505,167 475,244 546,866 526,060 530,441 


Adjustments to Beginning Retained 
Earnings 57,679 - (4,782) - (59,542) - : - 
Ending Retained Earnings 207,995 344,562 313,415 280,553 143,760 146,031 174,655 192,449 
Total Contributed Capital 300,163 693,873 284,849 284,262 799,476 500,000 450,000 400,000 
Total Fund Equity 508,158 1,038,435 598,264 564,815 943,236 646,031 624,655 592,449 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
113,784 103,336 87,677 88,407 


Requested Rates for Internal Service 
Funds 
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Natural Gas Procurement Account (Fund 06558) 






Program Description 
The Natural Gas Transportation Program purchases natural gas and electricity competitively from outside suppliers for} 


qualifying state agencies. 


Proprietary Revenues and Expenditures 
The program anticipates revenues of $104 per year in fiscal 2002 and fiscal. 2003. These amounts are decreases of 74)) 
percent over base year revenue. The program anticipates expenses of $104 per year in fiscal 2002 and fiscal 2003. These’ 
amounts are decreases of approximately 77 percent over base year expenses. The Report on Internal Service & | 
Enterprise Funds, 2003 Biennium for fund number 06558 shows historical and projected revenues, expenses, fund 
equity, and retained earnings for the natural gas procurement internal service fund. 


Proprietary Rates 

The program requests that the legislature allow it to charge fees for its services that would allow it to break even on 
operations (maintain revenues equal to expenditures, with no working capital reserve). The program will charge back 
actual expenses to the applicable agencies. 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Balance Information 
Estimated Estimated Estimated 
FY01 FY02 FY03 
Beginning Retained Earnings 2,089 ; 4,041 0 0 
Increases : 
Fee Revenue 99,285 - 104 104 104 
Investment Earnings = - - - - . = 
Transfers In - - - - - . « = | 
Miscellaneous, operating - - - - - . - - | 
Miscellaneous, other - 
Total Increases 99,285 


(Decreases) 
Personal Services = 
Operations : 98,346 
Transfers Out - 
Miscellaneous, operating - 
Miscellaneous, other tot 
Total Decreases 99,477 


Adjustments to Beginning Retained 
Earnings 


Ending Retained Earnings 1,897 
Total Contributed Capital - 

Total Fund Equity 1,897 
Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 


Requested Rates for Internal Service 

Funds 
The Natural Gas and Electricity Procurement Account requests a break-even rate (no capital reserve) and will 
charge back actual expenses to the applicable agencies. 
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|) Statewide Fueling Network Account (Fund 06561) 

|| Program Description 

|The Purchasing Bureau Vehicle Fueling Program provides for fueling of public vehicles through an integrated 

_ commercial/public fueling network. The program automates the accounting and transaction processing functions 
associated with vehicle fueling, offers a system of security, maintains agency tax-exempt status for transactions 

_ anywhere on the network, and provides monthly comprehensive fuel management reports that fleet managers can use to 

| track and control fuels costs. 





Proprietary Revenues and Expenditures 

The program anticipates revenues of $12,560 in fiscal 2002 and $12,757 in fiscal 2003. These amounts are decreases of 
22 percent and 21 percent from base year revenue. Revenues are derived from an administrative fee charged to users as 
a percent of fuel purchases. The legislature approves the level of the fee. The program anticipates expenses of $16,742 
in fiscal 2002 and $17,005 in fiscal 2003. These amounts are increases of approximately 2.5 percent and 4.0 percent, 
respectively, over base year expenses. The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund 
number 06561 shows historical and projected revenues, expenses, fund equity, and retained earnings for the statewide 
fueling network internal service fund. 




















Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Balance Information 

Estimated Estimated Estimated 

FY01 FY02 FY03 
Beginning Retained Earnings ; 18,611 ; i ; 4,840 9,396 5,214 
Increases 

Fee Revenue : 8,477 i i z 22,363 12,560 12,757 
Investment Earnings - - - - - - - 
Transfers In 
Miscellaneous, operating 
Miscellaneous, other - - - - - 
Total Increases 16,991 8,477 16,157 22,363 12,560 12,757 


(Decreases) 
Personal Services - - - - - - 
Operations 7,342 15,397 16,335 17,807 16,742 17,005 
Transfers Out - - - - - - 
Miscellaneous, operating 
Miscellaneous, other - - - - - - 
Total Decreases 7,342 15,397 16,335 17,807 16,742 17,005 


Adjustments to Beginning Retained 
Earnings - - - - - - 
Ending Retained Earnings 18,611 11,691 5,018 4,840 9,396. 5,214 
Total Contributed Capital 2,535 21539 25530 2,535 - - 

Total Fund Equity 21,146 14,226 7,553 7,375 9,396 5,214 
Unreserved Fund Balance 





60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
2,723 


Requested Rates for Internal Service The Statewide Fueling Network Account requests a 60-day working capital reserve. The program must 

Funds maintain a break-even approach in their operations, and have a large number of individual rates for the various 
products sold or services provided. Therefore, previous legislatures defined “rates and fees” for the program 
to mean a specific working capital reserve balance. 
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Proprietary Rates 
The program requests that the legislature allow it to charge fees for its services that would allow it to maintain a 60-day 


working capital reserve. 


The program is requesting a 60-day working capital reserve rate stating there are a large number of individual 
rates for the various products sold and services provide. However, when asked to justify the need for a 60- 
day working capital rate, the program responded that they collect one administrative fee of 0.5 percent of 
gross purchases. It is recommended that the legislature approve the administrative fee of 0.5 percent of the gross 
purchases as the rate for the 2003 biennium. 


LFD 
ISSUE 


State Procurement Card Account (Fund 06571) 


Program Description 
The State Procurement Card Program administers the State's MasterCard contract for the automated processing of small 
purchases. 


Proprietary Revenues and Expenditures 

The program anticipates revenues of $3,709 in each fiscal year of the 2003 biennium. These amounts are decreases of 50 
percent from base year revenue. The program anticipates expenses of $3,704 in each fiscal year of the 2003 biennium. 
The primary expense is for procurement card maintenance contracts. These amounts are nearly the same as the base year 
expenses. The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund number 06571 shows historical 
and projected revenues, expenses, fund equity, and retained earnings for the state procurement card internal service fund. 


Report on Internal Service & Enterprise Funds, 2001 Biennium 


Fund Balance Information 

Estimated Estimated Estimated 

FY01 FY02 FY03 
Beginning Retained Earnings = a - 3,722 522 527 
Increases 

Fee Revenue - - - - ; 4,000 3,709 3,709 
Investment Earnings - yer - - - - - - 
Transfers In 
Miscellaneous, operating 
Miscellaneous, other - - - - - - - 
Total Increases - - - - 4,000 3,709 3,709 


(Decreases) 
Personal Services - - - - - - - 
Operations - - - - 7,200 3,704 3,704 
Transfers Out - - - - - - 
Miscellaneous, operating 
Miscellaneous, other - - - - - - - 
Total Decreases - - - - 7,200 3,704 3,704 


Adjustments to Beginning Retained 
Earnings 
Ending Retained Earnings 
Total Contributed Capital 
Total Fund Equity 
Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 


Requested Rates for Internal Service 

Funds The Procurement Card Purchases Account requests a 60-day working capital reserve. The program must 
maintain a break-even approach in their operations, and have a large number of individual rates for the 
various products sold or services provided. Therefore, previous legislatures defined “rates and fees” for the 
program to mean a specific working capital reserve balance. 
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i The program requests that the legislature allow it to charge fees for its services that would allow it to maintain a 60-day 
working capital reserve. 


i} 


. 

| 

eoecy Rates 
! 





















| nae The program is requesting a 60-day working capital reserve rate stating there are a large number of individual 
ISSUE ae for the various products sold and services provide. However, when asked to justify the need for a 60- 

: day working capital rate, the program responded that they charge $1 per card per month to pay for operating 
costs. It is recommended that the legislature approve only the administrative fee of $1 per card per month as the rate for 
‘the 2003 biennium. 
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Program Proposed Budget 
Base PL Base New Total Ps Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE 2.00 0.00 1.00 3.00 0.00 1.00 3.00 3.00 


Personal Services 97,055 136 55,418 152,609 746 55,618 153,419 306,028 


Operating Expenses 501,057 331,351 7,258 839,666 (471,052) 7,263 37,268 876,934 
Equipment 0 0 0 0 0 0 0 0 


Total Costs $598,112 $331,487 $62,676 $992,275 ($470,306) $62,881 $190,687 $1,182,962 


General Fund 598,112 (468,513) 62,676 192,275 (470,306) 62,881 190,687 382,962 
Federal Special 0 800,000 0 800,000 0 0 0 800,000 





Total Funds $598,112 $331,487 $62,676 $992,275 ($470,306) $62,881 $190,687 $1,182,962 


Program Description 


The Information Services Division (ISD) manages central computer and telecommunications services for state 
government. Through its central computing services function, the division provides central mainframe computer | 
processing services and network services for statewide data communications networks that access the central mainframe _ 
computer. The division plans and coordinates data processing for state agencies and reviews and approves equipment 
and software acquisitions. It designs and develops data processing applications and provides continuous maintenance 
support. The division also provides data processing training and support and consulting services for microcomputer and 
office automation systems. The division manages disaster recovery facilities for critical data processing applications. 





The telecommunications function of the division provides local and long distance telephone network services and 
designs, develops telephone equipment network applications, and serves other telecommunications needs for state 
agencies. It also manages the statewide 911 emergency telephone services and coordinates use of radio frequencies with 
local governments. 





The division also oversees Geographic Information Systems (GIS) development and the State Accounting, Budgeting, 
and Human Resources System (SABHRS). 


Program Reorganization 

The Information Services Division underwent reorganization at the end of fiscal 2000. The division moved from being 
structured around key system components and services that supported technology as an infrastructure asset to one that 
more reflects information technology as a basic element of the day-to-day business environment. The new organization 
has diminished the role of applications development and elevated the presence of Internet technologies as a key 
component of government business. The new organization would provide efficiencies that would eliminate 33.5 FTE out 
of 203.0 FTE in fiscal 2002, and reduce funding by roughly $1.1 million over the 2003 biennium. The adjustment to 
implement this reorganization is included as present law DP 9, ISD Organization Adjustments, in the proprietary section. 


Funding 

Nearly all the operations of the Information Services Division are funded with proprietary funds. The program receives 
general fund to operate the Statewide 911 Emergency Telephone Service. During the 2001 biennium, general fund 
provided partial support for SABHRS operating system licensing costs. A proposal is included in the Executive Budget 
to move this expense to proprietary funding in the 2003 biennium. Budget adjustments would add federal funds for 
maintaining geographic information systems cadastral databases and general fund for the public safety radio system. 
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State Federal State Federal 
General Special Special General Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 






i! Total Statewide Present Law Adjustments 




















'} DP 3 - PeopleSoft Maintenance - GF 


0.00 (476,314) 0 (476,314) (476,314) (476,314) 


|] DP 16 - 911 GF Adjustments to base 


0.00 4,815 0 4,815 ‘ 2,815 2,815 


DP 17 - Statewide GIS Data Base - Federal 


0.00 0 800,000 800,000 ‘ 0 0 


Total Other Present Law Adjustments 
0.00 ($471,499) $800,000 $328,501 : ($473,499) ($473,499) 


Grand Total All Present Law Adjustments $331,487 ($470,306) 





Executive Present Law Adjustments 
The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 


| present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 


Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 3 - PeopleSoft Maintenance — GF - This request would remove funding for SABHRS operating system vendor 


| maintenance costs from the general fund. A separate decision package (present law - DP4) would fund these costs with 


proprietary funding. 


DP 16 - 911 GF Adjustments to base - This request would fund increases in miscellaneous operating expenses such as 
supplies, communications, travel, maintenance, training, and dues. The increase in travel and training costs are primarily 
due to attendance at conferences and seminars. 


DP 17 - Statewide GIS Data Base - Federal - This request would fund the statewide GIS Cadastral Database project. 
Funding would provide contracted services to continue to automate Montana's land parcel information based on a 
standard database design and to provide a program to train local governments in the use of the data. 


LFD The project was scheduled to be completed in fiscal 2001, so the 1999 legislature funded this request with 


TSO OF general fund and federal special revenue as a one-time-only appropriation for the 2001 biennium. As such, 
the above budget table does not include any base expenditure for this function. 


New Proposals 


State Federal State . Federal 
General Special Special Funds General Special Special Funds 


1.00 62,676 62,676 1.00 62,881 62,881 





1.00 $62,676 $62,676 1.00 $62,881 $62,881 


New Proposals 


DP_1 - Public Safety Communications Program - GF - This request would fund the addition of 1.0 FTE grade 16, 
information systems support specialist and operating costs to operate the state Public Safety Communications Program. 
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safety radio program with general fund and included a decision package that removed program funding. 
However, during the 2001 biennium, the agency funded the state Public Safety Communications Program|) 
with proprietary funds provided by charges for central data processing services. The agency stated that proprietary | | 
funding was used to perform the duties included in Sections 2-17-311 through 2-17-313, MCA. 







The Legislative Fiscal Report 2001 Biennium states that the 1999 legislature declined to fund the public] 
ISSUE 






Proprietary Rates 


Program Description 
ISD receives proprietary funding to pay its costs of managing central computer services and telecommunications services | 
for state government. Proprietary funds pay the expenses of the central computing services function along with the other | 
information system management services the division provides. The division provides central mainframe computer | 
processing services and network services for statewide data communications networks that access the central mainframe | 
computer. | 





The division's telecommunications function receives proprietary funds to pay the costs of providing local and long 
distance telephone network services and the costs of designing and developing telephone equipment network 
applications. | 


The division also receives proprietary funds for a portion of the costs of the Montana Geographic Information Systems 
project and for most of the costs of the SABHRS program. SABHRS is housed in the division and is responsible for the 
operation and maintenance of the Montana Budget Analysis and Reporting System (MBARS) and the PeopleSoft human | 
resource, financial, and asset management systems. 


Revenues and Expenses : 

The division receives revenues from charges to agencies for agency use of the central computer and telecommunications 
systems of the state. Revenues are forecasted to be nearly $31.4 million in fiscal 2002 and nearly $31.1 million in fiscal 
2003. These revenues are roughly 6 percent over the revenues received during the base year. The division uses these 
revenues to pay personal service and other operating costs associated with planning, administering, and operating the 
central computer and telecommunications systems of the state. Expenditures are forecasted to be nearly $31.0 million in 
fiscal 2002 and just over $31.1 million in fiscal 2003. These expenses are increases of nearly 12 percent for each year of 
the 2003 biennium. The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund number 06522 shows 
historical and projected revenues, expenses, fund equity, and retained earnings for the ISD internal service fund. 


Revenues relating to the internal service fund are mainly from four major revenue centers: 

e Computing Technology Services Bureau (CTSB): revenues are generated from state mainframe and mid-tier 
processing rates and are based upon central processing unit (CPU) seconds or other per transaction rates and client 
server contracts. Local area network support is based upon an hourly service rate. 

e Network Technology Services Bureau (NTSB) - Network Services Section: desktop services rates are charged on 
a monthly or yearly basis and are assessed for each workstation or installation. 

e Network Technology Services Bureau (NTSB) - Voice Services Section: voice telecommunication rates are 
charged on equipment counts and on actual long distance usage. 

e SABHRS Services Bureau: SABHRS support unit rates are based on fiscal 2000 actual FTE, with exceptions for 
the Benefits Bureau of the Department of Administration and the Montana University System. The Benefits 
Bureau and Montana University System are each assessed a negotiated amount. 
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{Fund Number Fund Name Agency Number Agency Name | ‘Program Name | 
06522 ISD Proprietary 6101 Department of Administration 


Fund Balance Information 
Estimated Estimated Estimated 

FY96 FY97 FY98 FY99 FY0O FY01 FY02 FY03 

Beginning Retained Eamings 6,693,147 8,633,883 3,081,853 11512133 855,210 (5,918,008) 1,540,828 1,961,610 
Increases 

Fee Revenue 22,529,518 18,265,611 22,372,396 23,593,484 29,495,486 27,960,214 31,367,711 31,135,528 
Investment Eamings - - : 6,985 : : : - 
Transfers In 96,533 95,666 2,628 - - - - - 
Miscellaneous, operating 13,250 5,056 118,546 109,558 8,773 - - - 
Miscellaneous, other : 42,938 


Total Increases 22,639,301 18,366,333 22,493,570 23,710,027 29,547,197 27,960,214 31,367,711 31,135,528 


(Decreases) 
Personal Services 5,024,010 5,555,802 6,191,844 7,038,034 8,804,442 8,383,253 9,135,264 9,408,437 
Operations 14,629,948 17,875,918 16,812,839 17,873,219 26,755,886 20,441,938 21,811,665 21,660,277 
Transfers Out - - 61,816 - 44,430 - - - 
Miscellaneous, operating 68,912 265,284 135,657 242,127 189,107 - - 
Miscellaneous, other 962,700 221,359 164,792 148,404 168,077 - - - 
Total Decreases 20,685,570 23,918,363 23,366,948 25,301,784 35,961,942 28,825,191 30,946,929 31,068,714 
Adjustments to Beginning Retained 
Eamings (12,995) - (1,057,342) 1,295,834 (358,472) 8,323,813 - - 
Ending Retained Earnings 8,633,883 3,081,853 1,151,133 855,210 (5,918,008) 1,540,828 1,961,610 2,028,424 
Total Contributed Capital 1,752,942 1,670,548 1,592,495 1,592,495 1,592,495 1,592,495 1,592,495 1,592,495 
Total Fund Equity 10,386,825 4,752,401 2,743,628 2,447,705 (4,325,513) 3,133,323 3,554,105 3,620,919 
Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
3,287,145 3,949,501 3,856,723 4,192,230 5,958,239 4,804,199 5,157,822 5,178,119 


Requested Rates for Internal Service Ability to charge various rates in order to maintain 60-day working capital, except that the desktop services 
Funds rate may not exceed $73.50 per connection per month or the amount that was budgeted in an agency budget, 
whichever is more. 


Adjustment to Beginning Retained Earnings in FY01 of 
$8,323,813 is to correct depreciation posted in error in 
FY00. See FY01 Journal |ISD4._ 8/1/00. 





| Rate Explanation 


The executive is requesting that the legislature approve a rate for all service offerings based on maintaining no more that 
a 60-day working capital reserve in the ISD proprietary fund, except for the data network rate. The executive requests 
that the data network rate should not be more than the greater of $73.50 per connected terminal per month or the amount 
that was budgeted in an agency budget. 
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LFD SABHRS Allocation . 
eS The 1999 legislature approved a rate for charges for services of SABHRS based upon the amount of costs || 
allocated to agencies to support the operation of the system. Because SABHRS is a system that impacts all |} 
agencies and is required to be used to record state accounting information, the legislature may wish to approve a rate 
based upon the amount of SABHRS costs allocated to agencies. Recommended rates based upon an allocation of |/ 
SABHRS costs are $4,168,460 in fiscal 2002 and $4,211,734 in fiscal 2003. 


SABHRS Allocation Methodology 
During the 2001 biennium, SABHRS support fees were allocated to agencies based on a combination of transaction 


volume and FTE. Transaction activity was given a weight of 60 percent and a weight of 40 percent was given to the 
ratio of agency FTE counts. The allocation of SABHRS support fees included in the Executive Budget for the 2003 
biennium is based entirely on agency FTE counts. Table 7A shows that this change in allocation methodology has || 
significantly changed the distribution among agencies of SABHRS costs, as compared to the base year distribution of |. 
costs. With an allocation based only on FTE, agencies such as the Department of Transportation, Department of Public 
Health and Human Services, Department of Justice, and Department of Corrections would receive large dollar amount 
increases as well as percentage increases that are well above the statewide average increase. Other agencies such as the 
Department of Administration, Secretary of State, and Department of Revenue would see dollar amount reductions and 
allocation changes below the statewide average increase. Because of this change in methodology, the legislature may 
wish to consider the allocation methodology. 


Table 7A 
SABHRS Operating Costs 


Changes from Base Budget Allocation 

Actual Budget Allocation Amount Multiples of Base 
Agency Fiscal 2000 Fiscal 2002 __ Fiscal 2003 Fiscal 2002 Fiscal 2003 Fiscal 2002 Fiscal 2003 
Legislative Branch $14,215 $38,399 $38,843 $24,184 $24,628 2.70 2.73 
Consumer Counsel 687 1,567 1,585 880 898 2.28 2.31 
Judiciary 13,338 32,240 32,613 18,902 19,275 2.42 2.45 
Governor's Office 6,303 16,198 16,385 9,895 10,082 Bt 2.60 
Secretary of State 18,324 13,644 13,802 (4,680) (4,522) 0.74 0.75 
Political Practices 720 1,558 1,576 838 856 2.16 2.19 
State Auditor 8,671 20,911 21,153 12,240 12,482 2.41 2.44 
OPI 40,916 43,785 44,291 2,869 3,375 1.08 
Crime Control 5,286 6,542 6,617 1,256 1,331 1.25 
Justice 94,924 233,361 236,061 138,437 141,137 ; 2.49 
PSC 4,046 12,304 12,447 8,258 8,401 i 3.08 
Bd of Public Ed 831 1,246 1,260 415 429 : 1:52 
Comm. of Higher Ed 16,573 30,122 30,471 13,549 13,898 : 1.84 
University System 79,814 190,000 190,000 110,186 110,186 ; 2.38 
School for the Deaf and Blind 9,663 25,443 25,738 15,781 16,075 i 2.66 
Arts Council 3,116 2,181 2,206 (935) (910) 
State Library TEE 13,706 13,865 6,375 6,534 
Historical Society 7,543 22,615 22,877 15,072 15,334 
FWP 176,029 198,697 200,996 22,668 24,967 
DEQ 84,207 128,502 129,987 44,295 45,780 
Transportation 237,157 675,880 683,700 438,723 446,543 
Livestock 19,009 42,894 43,390 23,885 24,381 
DNRC 104,005 157,813 159,640 53,808 55,635 
Revenue 210,336 206,139 208,524 (4,197) (1,812) 
Administration 576,130 331,078 332,596 (245,052) (243,534) 
Appellate Defender 458 935 945 477 487 
State Fund 97,326 73,125 73,971 (24,201) (23,355) 
Agriculture 19,907 34,848 B5,251 14,941 15,344 
Corrections 121,189 347,598 351,620 226,409 230,431 
Commerce : 69,742 104,515 105,723 34,773 35,981 
Labor and Industry 230,549 243,155 245,528 12,606 14,979 
Military Affairs 23,445 47,205 47,751 23,760 24,306 
DPHHS 476,485 870,254 880,322 393,769 403,837 


General fund appropriation 476,314 - - (476,314) (476,314) 
$3,254,588 $4,168,460 $4,211,734 
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Rae D As such, the legislature may wish to ask the executive to provide the rationale for changing the 
ihn) allocation basis and if a determination was made that showed allocating SABHRS costs to agencies 
. based entirely on FTE provides the best measure of the relative degree of benefit gained from using 
|} SABHRS and therefore results in an equitable distribution of SABHRS costs. Allocating indirect costs, such as 
SABHRS costs, using a base that provides the best measure of the relative benefit is important because it is a 
requirement contained in federal cost reimbursement guidelines. According to Office of Management and Budget 
|! Circular A287, "Cost Principles for State, Local, and Indian Tribal Governments." 

The allocation methodology would provide the funding illustrated in Table 7B. Table 7B assumes that agencies would 
; fund SABHRS payments for the 2003 biennium with the same funding sources used in fiscal 2000. If this assumption 
vholds true, general fund and proprietary fund support for SABHRS costs would be lower as a percent of total costs while 
|/state special revenue, federal special revenue, and university funds would provide higher percentages of support for 
| SABHRS total costs. Because SABHRS costs increase over the base, all funds except capital project and proprietary 
| funds would see increased payments to support SABHRS. 


Table 7B 
SABHRS Operating Cost Funding 


Fiscal 2000 Percent of Fiscal 2002 Percentof Fiscal 2003 Percent of 
Expended Total Projected” = Total — Projected” ~_——Tootal 


General Fund ' $1,227,292 37.71% $1,351,748 32.43% $1,367,242 32.46% 
State Special Revenue 668,818 2OS55% HD 14635,92 7 32:05% 1 h35h220 32.08% 
Federal Special Revenue 459,294 14.11% 691,677 16.59% 699,447 16.61% 
Capital Project 4,494 0.14% 2,582 0.06% 2,594 0.06% 
Proprietary 814,762 25.03% 596,327 14.31% 601,030 14.27% 
Expendable Trust 114 0.00% 199 0.00% 201 0.00% 
University 79,814 2.45% 190,000 4.56% 190,000 4.51% 


Total Payments to SABHRS ' $3,254,588 $4,168,460 $4,211,734 


" Fiscal 2000 general fund includes $476,314 directly appropriated to SABHRS for SABHRS licensing costs and 
not allocated to agencies. In the 2003 biennium, the licensing costs are included in the agency allocations for 
fiscal years 2002 and 2003. 


* For fiscal years 2002 and 2003 the projected amounts assume the same funding that appears in the fiscal year- 
end expenditure data on SABHRS. The general fund direct appropriation was excluded from the funding model 
used to determine fiscal years 2002 and 2003 projections. Agency allocations used to determine funding 
projections are from fixed cost allocations contained with the Executive Budget instructions for the 2003 
biennium. 





| DP 1 - Oracle Enterprise License Agreement (ELA) - This request would fund an increase of $720,000 per year for an 
| Oracle Enterprise Licensing Agreement (ELA). 


| Rate Impact: This request would increase the data network rate by $5.63 per connected terminal per month. 





Oracle database software is the standard operating language for state databases. The ELA is a five-year 
software license and service agreement for Oracle database software. The latest five-year ELA began 
in fiscal 2000 with the increase funded by contributions from state agencies. The increase is not 


LFD 






COMMENT 


/teflected in the base for the division, but is in the bases for the contributing agencies. Because of this, the base for the 
current Oracle ELA is only $200,000. This request would result in an annual license cost that is 3.6 times the current 
base for the license cost. 
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DP2 - Wide Area Network and Internet Growth - This request would fund: 1) the addition of a second Internet! 
connection to SummitNet; 2) wide area SummitNet data circuit upgrades; and 3) software and hardware to expand and | 
manage deployment of client server applications. The second Internet connection to SummitNet would provide. 
redundancy, load balancing, and security on the SummitNet for a growing number of local governments, libraries, and | 
schools using the Internet. Data circuit upgrades would provide higher speed connections for remote offices and’ 
additional bandwidth for the increasing network traffic caused by increased use of the Internet and growth in e- | 
government activities. Client server software and hardware would allow the division to better manage the deployment of | 
client server applications and would allow client server applications to better use the available network bandwidth. 


Rate Impact: This request would increase the data network rate by $1.92 per connected terminal per month in fiscal 


2002 and by $4.20 per connected terminal per month in fiscal 2003. 


According to the definition in the SummitNet use policy, “SummitNet (State and Universities of 
LFD | ; 2 tthe 
Montana Multi-Protocol Network) is the state’s telecommunications nucleus network or backbone 
COMMENT ; : ; , 
connecting agency, university, K-12, library, and local government networks. SummitNet’s 
telecommunications users are elected officials, state and local government employees, educators, students, researchers, 


authorized contractors, and non-profit organizations. Through SummitNet, these authorized users can access a wide 
range of national and international information. SummitNet provides connectivity to the Internet, the world’s largest 
network of individuals, governments, organizations, universities, schools, and companies.” 





DP 4 - PeopleSoft Maintenance - This request would fund the SABHRS operating system vendor maintenance costs with 
proprietary funding. Included in this request is an increase of roughly $77,000 in fiscal 2002 and roughly $86,000 in 
fiscal 2003 from the amount expended and the amount the legislature authorized for the base year. During the base year, 
these costs were funded with general fund. A separate decision package (present law DP3) reduces general fund for | 
SABHRS operating system vendor maintenance costs. 


Rate Impact: The executive recommends five adjustments related to SABHRS. Please refer to Table 7C following 
present law adjustment DP 8 for a summary of the impacts of all SABHRS adjustments. ) 





DP. 5 - SABHRS Finance and HRMS Upgrade Support - This request would fund the addition of 7.0 FTE and associated © 
operating costs to support ongoing upgrades of the PeopleSoft software. The department estimates that the SABHRS 
production databases should be upgraded every two to three years to enable the state to take advantage of improvements 
in software functionality and to stay on a version supported by PeopleSoft. The FTE added would be 1.0 FTE grade 16, 
programmer; 1.0 FTE grade 16, business analyst; 1.0 FTE grade 16, database administrator; and 4.0 FTE grade 14, 
programmers. 


Rate Impact: The executive recommends five adjustments related to SABHRS. Please refer to Table 7C following 
present law adjustment DP 8 for a summary of the impacts of all SABHRS adjustments 


DP 6 - SABHRS Finance & HRMS Production Support - This request would fund the addition of 2.0 FTE grade 15, 
business analysts and associated operating costs to provide production support services for SABHRS. One position 
would provide dedicated functional support for the general ledger module of the SABHRS financial system and the other 
position would provide dedicated functional support for the time and labor and human resources modules of the 
SABHRS human resources management system. 


Rate Impact: The executive recommends five adjustments related to SABHRS. Please refer to Table 7C following 
present law adjustment DP 8 for a summary of the impacts of all SABHRS adjustments 
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DP 7 - SABHRS Archival and Retrieval - This request would fund contracted services and computer software and 
» hardware to develop and implement an archival plan for SABHRS databases. The solutions would address issues 
) associated with database size and growth and would include tuning of the production databases, archiving data from the 
' production databases, and developing and maintaining the archival environment. 





| Rate Impact: The executive recommends five adjustments related to SABHRS. Please refer to Table 7C following 


| present law adjustment DP 8 for a summary of the impacts of all SABHRS adjustments 












| DP 8 - SABHRS Consultant Services - This request would fund contracted services for the SABHRS Support Bureau to 
| contract with private information technology consultants as needed to obtain specific expertise for supporting SABHRS. 


_ Areas where SABHRS has obtained consulting assistance in the past have been: 1) mainframe programming; 2) business 
| processing expertise; 3) Oracle database programming; and 4) Power Builder software programming support for the state 
- budgeting system. 


Rate Impact: The executive recommends five adjustments related to SABHRS. Please refer to Table 7C for a summary 
of the impacts of all SABHRS adjustments 


The executive recommends five adjustments directly related to SABHRS and one adjustment that impacts 
TS 8D SABRHRS costs as a result of program reorganization. Table 7C summarizes all adjustments that increase 

SABHRS costs. The table shows that SABHRS costs increase by roughly $1.3 million in each year. 
_However, $476,314 of the costs for PeopleSoft maintenance (DP 4) was expended in the fiscal 2000 with funding 
/ provided by general fund. The executive recommends that the general fund no longer support these costs and that all 
-SABHRS costs be allocated to agencies. Table 7C shows costs adjustments that would be allocated to agencies for 


AY 





support of the system. 


| The total growth of SABHRS costs, after adjusting for the general fund payment for PeopleSoft maintenance, is 25.5 
|| percent in fiscal 2002 and 23.3 percent in fiscal 2003 over SABHRS base expenses of roughly $3.37 million. 


Table 7C 
SABHRS Adjustments - Impact on Cost Allocations 


Percent of Percent of 


Adjustment Fiscal 2002 __ Adjustments _ Fiscal 2003 _ Adjustments 
PeopleSoft Maintenance (DP 4) : $533,000 39.89% $555,000 43.97% 
SABHRS Finance and HRMS Upgrade Support (DP 5) 380,361 28.47% 390,504 30.94% 
SABHRS Finance & HRMS Production Support (DP 6) 112,246 8.40% 116,598 9.24% 
SABHRS Archival and Retrieval (DP 7) 122,000 9.13%. 0.00% 
SABHRS Consultant Services (DP 8) 120,000 8.98% 140,000 11.09% 
ISD Operational Adjustment (DP9) 68,482 5.13% 60,119 4.76% 

Total SABHRS Adjustments $1,336,089 $1,262,221 

PeopleSoft Maintenance - general fund in fiscal 2000 (476,314) (476,314) 


Net SABHRS growth $859,775 $785,907 


' In fiscal 2000, $476,314 general fund was expended for PeopleSoft maintenance. DP 4 increases state spending for this 
cost by $56,685 in fiscal 2002 and by $78,686 in fiscal 2003. However, all costs in DP 4 are increases in the amount of 
SABHRS costs that are allocated to system users. 





DP 9 - ISD Operational Adjustments - This request would adjust base expenditures for the Centralized Services Bureau 
to more closely match the division Cost Recovery System. The division underwent reorganization during fiscal 2000 

and this adjustment would align 2003 biennium budget authority to more closely match the current division organization 
structure. 


‘Rate Impact: This request would have no impact on rates ISD charges. 
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DP 2 - Electronic Government - This request would fund the addition of 1.0 FTE grade 16, information systems support 
specialist to provide oversight of the private vendor selected to develop and operate a state Internet electronic 
government portal and a statewide Intranet. The new position would: 1) audit vendor financial records; 2) verify 
application code placed in escrow; 3) maintain documentation and source code linkage for all applications; 4) stay | 
current of all security processes (including passwords); 5) ensure contract compliance; 6) staff the governing board | 
having oversight of the process; and 7) function as a point of contact for agencies regarding complaints about the vendor. | 


Rate Impact: This request would increase the data network rate by $0.40 per connected terminal per month. 





LFD The executive has selected a vendor to develop and operate a self-funded Internet portal for Montana 
Ovi oCat government to provide state services and information on the Internet. A request for proposal was 
issued during fiscal 2001 and the executive awarded a contract during November 2000. The private 
vendor selected to develop and operate the self-funded Internet portal would provide the upfront capital to implement. 
key business processes on the portal. The vendor would recover this initial capital investment by charging a fee for 
providing certain information via the portal. The information that would be provided for a fee would continue to be 
available via the mediums in which it is currently provided. The fee would be charged for making the information more 
convenient to obtain than the currently used medium. Businesses have traditionally opted to pay the fee to receive the 
information via an Internet portal because of some economic benefit that exceeds the cost of the fee. 


















A state employee Intranet would allow for collaboration and sharing of data among state agencies and employees, such 
as timesheet entry, travel requests, travel reimbursements, supply orders, approval forms, and internal policies. The 
intranet would be a network that could only be accessed by authorized state employees. 
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Base Pie Base New Total PI Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 







































0.00 0.00 0.00 0.00 0.00 0.00 










. 309,360 64,094 0 373,454 71,124 0 380,484 753,938 
/fCapital Outlay 0 0 0 0 0 0 0 0 
[Debt Service 32,050 0 0 32,050 0 0 32,050 64,100 














Total Costs $341,410 $64,094 $0 $405,504 $71,124 $0 $412,534 $818,038 












[General Fund 341,410 64,094 405,504 71,124 0 412,534 818,038 
_ qCapital Projects 0 0 0 0 0) 0 0 0 






























Total Funds $341,410 $64,094 $405,504 $412,534 $818,038 





| Program Description 

| The General Services Program manages repair, maintenance, and construction services for state agencies in the Capitol 
complex and several state-owned buildings in the Helena area. Services the program provides include locksmith, 
painting, remodeling, architectural, and construction. The program operates a recycling program in the Helena area. The 
program supervises contracts for mechanical maintenance, pest control, janitorial services, elevator repair/maintenance, 
security, major maintenance, and garbage collections for state-owned buildings and provides assistance to all state 
agencies to procure leased space. The program also provides professional and technical facility management assistance 
_ to agencies that are located within a ten-mile radius of the Capitol complex. 


Funding 

Funding for the General Services Program is primarily from proprietary funds not included in the HB 2 budget, which 
the program receives by charging rent to state agencies. Agencies pay rent on office and warehouse space in state 
buildings located mostly on the Capitol complex. 


The program is also funded by a general fund appropriation that is counted as a rent expense, although it is actually 
transferred as revenue into the general services proprietary account. The general fund support is to pay the costs of 
maintaining "common areas" such as office space for the Senate and House of Representatives, the Governor's mansion, 
public display areas in the Historical Society Museum, and some office space in the museum building. The common 
areas account for about 20 percent of the capitol complex office space. The program has received capitol land grant 
funds to pay maintenance costs on buildings in the capitol complex. 








Present Law Adjustments 


State Federal 
Special Special 


Federal 
Special 


















State 
Special 






FTE General General 





Fixed Costs 


Total Statewide Present Law Adjustments $64,094 $71,124 





Grand Total All Present Law Adjustments $64,094 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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Proprietary Rates 


Program Description: 

General Services Program (Fund 06528) 

The General Services Program manages repair, maintenance, and construction services for state agencies in the Capitol 
complex and several state-owned buildings in the Helena area. General services also manages a recycle program in the 
Helena area for office waste paper products and provides professional and technical facility management assistance to 
agencies that are located within a ten-mile radius of the Capitol complex. 


Revenues and Expenses 

The program is forecasting revenues of $5.8 million in fiscal 2002 and $5.9 million in fiscal 2003. These are increases 
of 13 percent and 15 percent over base year revenues. The program forecasts expenses of $5.8 million in fiscal years 
2002 and 2003. These are increases of 6 percent and 7 percent over the base year. Increases are directly related to the 
addition of 2.5 FTE and inflationary growth in contracted services and utility costs. 


The program states that it tries to maintain a working capital reserve of between 60 and 65 days in the rent and 
maintenance account to accommodate its billing cycle and to build the reserve for heavy contract payments that occur 


during the spring and summer months. The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund 
numbers 06528 and 06541 shows combined historical and projected revenues, expenses, fund equity, and retained 


earnings for the rent and maintenance internal service fund managed by the program and the grounds maintenance 
internal service fund managed by the Department of Fish, Wildlife & Parks (FWP). A discussion of the FWP grounds 
maintenance fund is contained in the FWP section of this report. 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


ee 
Fund Number Fund Name Agency Number Agency Name Program Name 
06528 / 06541 Rent And Maintenance / Grounds 6101 Department of Administration | 

Maintenance | 


Fund Balance Information 
Estimated Estimated Estimated 

FY96 FY97 FY98 FY99 FY0O FY01 FY02 FY03 

Beginning Retained Earnings 570,076 1,193,501 939,754 985,457 856,866 471,636 263,477 300,080 
Increases 

Fee Revenue 4,416,982 4,559,982 4,793,200 5,051,207 5,455,290 5,597,097 6,133,074 6,235,764 
Investment Earnings - - : 156 - - - - 
Transfers In 53,465 21,860 58,800 58,801 44,430 - - 
Miscellaneous, operating 4,182 25 - 832 1,131 = : 
Miscellaneous, other - - - - - - - - 
Total Increases 4,474,629 4,581,867 4,852,000 5,110,996 5,500,851 5,597,097 6,133,074 6,235,764 


(Decreases) 
Personal Services 776,878 801,358 841,431 906,244 960,708 952,360 1,069,235 1,074,521 
Operations 3,071,657 3,778,184 3,586,529 4,242,635 4,479,736 4,852,896 5,027,236 5,083,433 
Transfers Out - 102,088 322,487 92,000 328,047 - - 
Miscellaneous, operating 50,000 


Miscellaneous, other 2,669 1,378 92 33 14,361 - - - 
Total Decreases 3,851,204 4,733,008 4,750,539 5,240,912 5,782,852 5,805,256 6,096,471 6,157,954 


Adjustments to Beginning Retained 
Earnings - (102,606) (55,758) ; 1,325 (103,229) - - - 
Ending Retained Earnings 1,193,501 939,754 985,457 856,866 471,636 263,477 300,080 377,890 
Total Contributed Capital 109,588 5,837 4,587 4,587 4,587 4,587 4,587 4,587 

Total Fund Equity 1,303,089 945,591 990,044 861,453 476,223 268,064 304,667 382,477 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
641,423 771,590 737,993 858,147 906,741 967,543 1,016,079 1,026,326 


Authority 

Requested Rates for Internal Service 
Funds 06528 Rent & Maint. $4.61 6/psf $4.789/psf $5.13/psf $5.37/psf $5.90/psf $6.01 7/psf 2-17-101 
06541 Grounds Maint. 0.3446 0.3446 0.3446 0.3446 0.3696 0.3696] 2-17-111 
PSF= Annual per square foot cost 2-17-811 
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| | 
|| Rate Explanation 

The program allocates rent costs to agencies occupying space in the buildings controlled by the Department of 
| Administration. Rent is allocated on a per-square-foot basis. The rates are established to cover the cost of personal 
services, operating expenses (including major maintenance), and new and replacement equipment. The program charges 
| for project work completed for agencies by in-house staff or contracts with an outside vendor on a cost recovery basis. 


} For the 2003 biennium, the executive requests the rates shown in Table 8A. 


Table 8A 


Proposed Rent Rates 
Rate Fiscal 2000 Fiscal 2002 Change Fiscal 2003 Change 


Office space per square foot $5.130 $5.900 15.0% $6.017 17.3% 
Warehouse space per square foot 2, b2U ila 0.0% 2.120 0.0% 





. Significant Present Law 


| DP 4 - Add'l 0.25 FTE Janitorial Oversight & Recycling - This request would fund the addition of 0.25 FTE grade 12, 
|, program specialist to bring a janitorial oversight and recycling coordinator to 1.0 FTE. The additional staffing would be 
‘used to enhance the contract oversight of Capitol complex janitorial contractors and to address workload increases 
| associated with the office-waste recycling program. 


I Rate Impact: This request would have a minimal impact on the rates proposed for the 2003 biennium. 


| DP_5 - Other Services - This request would fund cost increases in the following areas: 1) janitorial contracts; 2) 
| caretaker services; 3) elevator maintenance; 4) mechanical service; and 5) security protection. Janitorial contract costs 

increased when the contract was re-bid. The Capitol building was vacant during much of the base year, so base year 
| janitorial expenditures were lower than the full contract costs for the 2003 biennium. 


| Caretaker services, elevator maintenance, mechanical maintenance, and pest control costs have also increased from the 
| base year expenditures. Prevailing wage rate increases, the addition of air conditioning in the Capitol building, aging 
| elevator equipment, and more stringent contract specifications are factors the executive has. used to justify the increases. 


Rate Impact: This request would increase the office space rent rate by roughly $0.38 per square foot per month in fiscal 
| 2002 and by roughly $0.51 per square foot per month in fiscal 2003. 


| DP 6 - Supplies & Communications - This request would fund: 1) the acquisition of tools and supplies; 2) increased 

telephone equipment charges; and 3) cellular telephones for on-call staff. Tools and supplies that would be acquired 
include: 1) meeting tables and chairs as an inventory item for tenant agency use; 2) a portable stage platform for use in 
the Capitol rotunda during speeches and other ceremonies; and 3) a power washer for cleaning equipment and for 
maintenance preparation. Staff on call around-the-clock would use two additional cellular telephones. Telephone 
- equipment charges have increased with the addition of modems to operate the keyless access systems at Capitol complex 
' buildings. 





Rate Impact: This request would have a minimal impact on the rates proposed for the 2003 biennium. 


DP 7 - Rent, Repairs & Utilities - This request is for net reductions of the base due to the following factors: 1) vehicle 
‘rental increases; 2) building rent reductions; 3) energy cost increases; and 4) trash removal contract increases. 
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The State Motor Pool lease charge has increased for a six-passenger car that is used by the maintenance staff and 
administrative support staff to transport employees to meetings and to perform maintenance work around the Helena 
area. Consumer Price Index clauses are increasing the lease costs of some facilities while the completion of the Capitol 
renovation has reduced the need to rent space off the Capitol complex. The net result is a reduction of building rent 
costs. 


While the Capitol was vacant during the Capitol renovation, base expenditures for electrical and natural gas energy costs 
were below those reflective of normal occupation levels. The addition of controlled environment heating and air 


conditioning in the Capitol has increased energy costs above previous typical years as has inflation of energy costs. The | 


result is an increase for electrical and natural gas energy costs. 


A new trash removal contract went into effect after the close of the base year. The new contract increased 18 percent | 


over the contract in force during the base year. This request would include an increase to fund payment of the contract 
charges. 


Rate Impact: This request would increase the office space rent rate by roughly $0.24 per square foot per month in fiscal 
2002 and by roughly $0.23 per square foot per month in fiscal 2003. 


DP 8 - Paint, Other Expenses, & Equipment - This request would fund: 1) the purchase of bulk paint for the Capitol 
complex; 2) an increase in dues to the National Association of State Facilities Administrators; 3) a projected increase in 
assessments levied by the City of Helena and Lewis and Clark County; 4) increases for indirect and administrative costs 
paid to proprietary funded programs of the department for network support, accounting and budgeting support, payroll 
support, and legal services; and 5) the purchase of a man-lift for maintenance around the Capitol complex. 


Rate Impact: This request would have a minimal impact on the rates proposed for the 2003 biennium. 


New Proposals 


DP 3 - Personal Services 2.5 FTE - This request would fund the addition of 2.5 FTE to provide: 1) professional and 
technical support on mechanical engineering issues; 2) assistance to agencies on facility security issues; and 3) assistance 
to the office waste recycling program. 


Funding for a 1.0 FTE grade 15 administrative officer would be added as a facilities engineer to oversee compliance 
issues with mechanical service contracts and to provide on-going building system assessments and upgrade support. 
Funding for a 1.0 FTE grade 15 safety and security manager would be added to provide assistance to agencies in 
identifying and solving security issues and to develop a disaster and emergency preparedness program on the Capitol 
complex. Funding for a 0.5 FTE grade 6 laborer would be added to pick up recycling bins from state agencies and 
deliver them to the recycling plant. 


Rate Impact: This request would increase the office space rent rate by roughly $0.09 per square foot per month in fiscal 
2002 and by roughly $0.10 per square foot per month in fiscal 2003. 
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Proprietary Rates 

! 

|| Program Description 

| |The Mail and Distribution Program provides qualified mailroom staff to operate a centralized mailing operation. 
| Services provided by the program include: 1) mail pick-up and delivery in agency offices; 2) metering of all out-going 
I U.S. mail; 3) bar coding qualified mailings to qualify for postal rate savings; 4) delivery of all inter-agency printed 
|, communications, also known as "Deadhead Mail"; 5) operation of a Postal Contract Station with locked mail boxes; 6) 


j 


| providing the services of United Parcel Service (UPS) to agencies; and 7) providing express mail service. 

il Revenues and Expenses 

| The program anticipates revenues of $3.6 million in fiscal years 2002 and 2003. These amounts are decreases of 2 
percent from base year revenue. The program anticipates expenses of $3.6 million in fiscal years 2002 and 2003. These 
amounts are increases of approximately 7 percent and 6 percent, respectively, over base year expenses. The Report on 
Internal Service & Enterprise Funds, 2003 Biennium for fund number 06523 shows historical and projected revenues, 
expenses, fund equity, and retained earnings for the mail and messenger internal service fund. 


























Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fag Ne "-FundName—~—~CSAgency Number ~~» AgencyName +~s~ProgramName 
06523 Mail & Messenger 6101 Department of Administration 





Fund Balance Information 
Estimated Estimated Estimated 


FY96 FY97 FY98 FY99 FY0O0 FY01 FY02 FY03 
Beginning Retained Earnings 196,978 320,879 371,255 340,732 508,181 792,353 569,353 552,304 
Increases 
Fee Revenue 3,576,308 3,357,538 3,234,671 3,506,098 3,687,701 3,253,764 3,619,227 3,616,809 
Investment Earnings 3 1 - - - - - 
Transfers In = = = - . 
Miscellaneous, operating - - 606 779 


Miscellaneous, other - 578 - - - - - 
Total Increases 3,576,311 3,358,117 3,234,671 3,506,704 3,688,480 3,253,764 3,619,227 3,616,809 


(Decreases) 
Personal Services 308,037 307,556 365,254 374,479 402,488 402,570 418,214 420,173 
Operations 3,134,504 2,995,394 2,860,360 2,942,307 2,963,902 3,017,438 3,147,593 3,142,196 
Transfers Out - - - - - 56,756 70,469 52,244 
Miscellaneous, operating 8,823 4,791 1,178 4,485 35,768 - - 
Miscellaneous, other 1,046 - - 17,984 500 - - 
Total Decreases 3,452,410 3,307,741 3,226,792 3,339,255 3,402,658 3,476,764 3,636,276 3,614,613 


Adjustments to Beginning Retained 


Earnings (38,402) (1,650) 


Ending Retained Earnings 320,879 371,255 340,732 508,181 792,353 569,353 552,304 554,500 


Total Contributed Capital - - - - : : = s 
Total Fund Equity 320,879 371,255 340,732 508,181 792,353 569,353 552,304 554,500 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 


miscellaneous operating divided by 
575,227 551,290 537,799 553,545 567,026 570,001 594,301 593,728 


Requested Rates for Internal Service The Central Mail Program requests a 60-day working capital reserve, except for the rate for interagency mail. 
Funds XXXX The legislature defined the rate for interagency mail to mean the total amount allocated for interagency mail 
charges in the fixed cost portion of agency budgets. 


Deadhead - allocated in Fixed 
Portion of Agency Budgets $157,157 $157,157 $163,704 $163,704 $171,655 $171,655 





Rate Explanation 
The Central Mail Program is requesting that the legislature approve a rate based on a 60?day working capital reserve, 


except for the rate for interagency mail. For interagency mail, the executive is requesting a rate defined as the total 
amount allocated to agencies. This allocation is included in agency budget requests for the 2003 biennium. The total 
amount the executive requests to be allocated to agencies for interagency mail is $171,655 for each year of the 2003 


biennium. 
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The program has requested a 60-day working capital rate, justifying the request with the rational that a 60-day | 
working capital rate provides flexibility to adjust rates due to demand for services. The program has stated |) 
that the flexibility gained from a 60-day working capital rate would allow the program to lower or increase |) 
the rates charged to agencies to respond to business volume the program experiences without the need to inflate their || 
rates to meet unanticipated increases in the cost of goods needed to provide the service. 


The issue, "Legislative Approval of Fees and Charges," contained in the agency section of this report for the department 
shows that financial laws for fees and charges of an internal service fund do not restrict the flexibility of the program to 
adjust fees and charges as long as they are below the maximum levels approved by the legislature and they are 


commensurate with costs. As such, the legislature may wish to request that the program provide a schedule of specific | | 


fees and charges for legislative approval as the maximum rates for the 2003 biennium. When providing the rate 
schedule, the executive should identify how the rates are impacted by each budget adjustment. 





DP 1 - Other Fixed Costs 
This request would fund increases in department indirect/administrative costs for services received from the proprietary 
funded centralized service functions of the agency. 


DP 2 - Request Add’l .33 FTE For Programmer - This request would fund the addition of 0.33 FTE grade 15, 
programmer/analyst to provide dedicated programming and computer support. The executive is requesting funding at 
the market salary level and has identified the difficulty to recruit and retain information technology personnel as the basis 
for the request. 





centralized service unit of the department. This issue has been raised earlier for a related decision package. 


| 





The program requests funding to add FTE that would provide the same function as existing FTE of a 
ISSUE 


Please refer to the LFD issue following present law DP 9 for the Publications and Printing Program. 





DP 3 - Installment Purchase of Mailing Equipment - This request would remove funding for the installment purchase of 
equipment that was originally purchased in fiscal 1999 via an installment purchase program. The final payment is 
scheduled to occur during 2003 biennium so the budget authority can be reduced accordingly. 





DP 4 - Overtime & US Postal Service Rate Increase - This request would fund overtime and postage rate increases. 
Overtime, at $6,000 per year, is requested at a level just below the base year actual expenditure and would cover rush 
mailings and increased mailings during the fiscal-year-end period. The U.S. Postal Service is expected to raise postage 
rates by an average 6 percent. This request would fund the increased postal rates that are expected to be in effect 
beginning in fiscal 2002. 
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‘#Program Proposed Budget 









Base Pie Base New Total PIE Base New Total Total 
| Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
||, (Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 
























22.50 0.00 0.00 22.50 0.00 0.00 22.50 22:50 

































Personal Services 862,205 62,794 0 924,999 67,932 0 930,137 1,855,136 
Operating Expenses 258,516 14,057 0 DUS (5,364) 0 253,152 SZ Iu2 5 

















Total Costs $1,120,721 $76,851 $0 $1,197,572 $62,568 $0 $1,183,289 $2,380,861 























General Fund 1,116,125 52,847 1,168,972 37,764 0 1,153,889 2,322,861 
 §State/Other Special 4,596 24,004 0 28,600 24,804 0 29,400 58,000 


































Total Funds 








$1,120,721 $76,851 $1,197,572 $62,568 $1,183,289 $2,380,861 


Program Description 

The State Personnel Division provides state agencies with a comprehensive program of personnel administration that 
includes: 1) training; 2) position classification and pay; 3) collective bargaining and labor relations; and 4) equal 
employment and affirmative action administration. The division publishes state rules, standards, and policies relating to 
| recruitment, selection, discipline, grievance, performance appraisal, leave, and other personnel matters. The division 
administers benefits plans that include: 1) health, life, dental, and vision insurance; 2) flexible spending accounts; 3) 
| deferred compensation; 4) a sick leave fund; and 5) employee incentive awards and health promotion. The division also 
_ prepares, maintains, and distributes payroll for all state employees. 


Funding 

Funding for general personnel administration functions is from the general fund. The Employee Benefits Bureau is 
funded from the investment earnings of the state employees benefits fund. The Employee Benefits Bureau also receives 
a minor general fund appropriation for administration of the employee incentive program and sick leave administration. 
The Professional Development Center is funded with proprietary fees charged to state agencies for training services. The 
State Payroll Unit is funded with proprietary fees charged to state agencies for payroll processing services. 







4 Present Law Adjustments 


Federal 
Special 


State Federal 
Special Special 
















State 
Special 









General General 





Personal Services i 
§ Vacancy Savings (25,958) ; (26,117) 
Inflation/Deflation Spy? 993 

| Fixed Costs 













Total Statewide Present Law Adjustments $65,108 $71,568 









DP | - Operating Cost Changes 
0.00 (12,261) 24,004 0 11,743 0.00 (33,804) 24,804 0 (9,000) 














Total Other Present Law Adjustments 
0.00 ($12,261) $24,004 $0 $11,743 0.00 ($33,804) $24,804 $0 ($9,000) 















Grand Total All Present Law Adjustments $62,568 





$76,851 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 1 - Operating Cost Changes - This request would fund increases associated with: 1) costs to support a daycare center 
in Helena; 2) additional travel costs to attend recruitment fairs at state and tribal colleges and universities; and 3) 
increases in department indirect/administrative costs for services received from the proprietary funded centralized service 
functions of the agency. 
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DEPARTMENT OF ADMINISTRATION 


This request would fund additional authority for building lease payments and general maintenance of the facility used as | 
the daycare center in Helena. In addition to lease and maintenance costs, the request would include costs to maintain the | 


building in compliance with regulations specific to daycare operations. 


LFD 1999 Legislative Action 
ISSUE 


The narrative in the Legislative Fiscal Report 2001 Biennium included funding in fiscal 2001 for startup costs ! 


for the daycare center identified in this request (new proposal DP1, Daycare Center Startup Costs). The narrative, which 


is legislative intent, states that the center will be run by a private concern and operating costs funded with fees charged to | 
parents using the center. The $11,000 state special revenue authority the 1999 legislature approved for fiscal 2001 was | | 
to pay part of the startup costs for the daycare center with funds received by contributions from other state agencies. | | 
Language that accompanied the appropriation states that the "department may collect up to $11,000 from agencies based | | 


on the number of Helena FTE for the purpose of establishing and supporting the daycare center". To date, the 


department has collected $35,800 from agencies to support the operation of the daycare. This amount is $24,800 more | | 


than allowed by the language contained in HB 2. 


Conflicting Language 


The language in HB 2 conflicts with the narrative for the appropriation in that the narrative states the use is for startup 


costs and the center is to be run by a private concern and funded with fees paid by those using the center. On the other 
hand, the language that accompanies the appropriation states that state agencies may provide funding to support the 
center. The request for state support of the daycare is more than twice the appropriation made by the 1999 legislature 
and expands the state role from startup costs to subsidizing operating costs of the center run by a private concern. 


A Benefit for Some 


By providing state support for a portion of the operating costs a benefit is being provided to state employees that use the | 
daycare center that is not equally afforded to other state employees who do not need, do not choose to use, or do not have’ 


the daycare available for their use. 


Use and Funding 


As a point of reference, the daycare has a capacity of 100 children. As of November 1, 2000, the daycare center had an 


enrollment of 44 children and served 24 state employee households. The $35,800 that has been collected and deposited 
in a state special revenue fund was provided by 25 agencies with contributions ranging from just under $53 to $9,000. 


Legislative Consideration 


The legislature may wish to consider if state funds should continue to be used to support the operating costs of the day 
care and if so, it may wish to more clearly define the limits and uses of state support for the Helena daycare. : 


Proprietary Rates 


Program Description 
The State Personnel Division manages three proprietary programs: 1) the Professional Development Center; 2) the 
Employee Benefits program, which includes the state's health insurance plan; and 3) the State Payroll Unit. 
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| Professional Development Center (Fund 06525) 
i 


i Program Description 

|| The Professional Development Center (PDC) provides a variety of training and facilitation services to state agencies on a 
| fee reimbursement basis. About | percent of the program revenues come from the sale of guidebooks and other 
| publications. The PDC is currently funded with proprietary funds generated through fees charged for training services. 
_ The-program has a staff of 3.0 FTE and also funds a small portion of an accounting technician position in the division. 





) Revenues and Expenses 

| Historically, demand for services has been measured by the number of participants being served. This measure is 
| variable and difficult to predict from quarter to quarter. Total participants served in recent fiscal years are as follows: 

e fiscal 1998 (2,898 participants); 

e fiscal 1999 (2,279 participants); and 

e fiscal 2000 (3,210 participants). 


| The program projects revenues of $238,380 in fiscal 2002 and $239,654 in fiscal 2003, which are increases of 
| approximately 1.0 percent in fiscal 2002 and 1.5 percent in fiscal 2003 over base year revenues. The program projects 
| expenses of $235,022 in fiscal 2002 and $235,577 in fiscal 2003, which are roughly equal to base year expenses. By the 
end of the biennium the program would have built up a fund balance of approximately $7,400. Optimally, the PDC 
| should have a 60-day operating reserve (about $38,000). The program faced a severe revenue shortfall in fiscal 1999, 
| just prior to the implementation of SABHRS, due to unusually low registrations. Agency demands for PDC trainings 
| were down during this period when employees required extensive computer trainings, which are not offered by the PDC. 
The PDC increased its rates in the middle of fiscal 2000 to $90 for a full day course and $60 for a half-day course, in an 
effort to boost revenues. The program is concerned that another rate increase would discourage attendance rather than 
| increase revenues. 


| The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund number 06525 shows historical and 


_ projected revenues, expenses, fund equity, and retained earnings for the professional development center internal service 
fund. 
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Report on Internal Service & Enterprise Funds, 2003 Biennium 


FundNumber ~~~ FundName ~ Agency Number Agency Name "Program = 
06525 Intergovernmental Training 6101 Department of Administration } 
se gle eels ne ep lac le =p ERE SOUN 


Fund Balance Information 
Estimated Estimated Estimated 


FY96 FY97 FY98 FY99 FY00 FY01 FY02 
Beginning Retained Earnings 35,497 25,163 2,402 9,059 (11,506) (11,181) (35) 
Increases 
Fee Revenue 188,389 188,475 203,399 176,422 235,806 231,732 238,380 239,654 
Investment Earnings - - - - - - - - 
Transfers In 
Miscellaneous, operating - - - 140 272 


Miscellaneous, other - - . Z . z z a 
: Total Increases 188,389 188,475 203,399 176,562 236,078 231,732 238,380 239,654 


(Decreases) 
Personal Services 125,155 133,289 93,547 133,169 140,511 138,633 140,258 140,956 
Operations 70,875 77,947 95,566 63,958 95,258 81,953 94,764 94,621 
Transfers Out - - - - - - - & 
Miscellaneous, operating - 
Miscellaneous, other 2,693 - - = c, - é = 
Total Decreases 198,723 211,236 189,113 197,127 235,769 220,586 235,022 235,577 


Adjustments to Beginning Retained 
Earnings - - (7,629) - 16 a Das - - 
Ending Retained Earnings 25,163 2,402 9,059 (11,506) (11,181) (35) 3,323 7,400 

Total Contributed Capital 1,036 1,036 600 600 600 600 600 600 
Total Fund Equity 26,199 3,438 9,659 (10,906) (10,581) 565 3,923 8,000 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 


Requested Rates for Internal Service 
Funds $113.00 





Rate Explanation 
The Professional Development Center (PDC) is requesting that the legislature approve a rate of $113 per hour for each 


year of the 2003 biennium. 


The legislature approved rates for the PDC of $50.91 per hour for fiscal 2000 and $52.84 per hour for 
fiscal 2001. The rates proposed by the PDC are increases of 122 percent per year above the base year 
rate approved by the legislature. Program staff has stated that the rate increase would not affect how 


LFD 
COMMENT 


much the PDC charges on a per student basis for a workshop. The program staff has stated that the change is due to the 
methodology of how the program measures billable hours, stating that the $113 per hour rate represents only contact 
hours with customers; whereas, the previous methodology measured direct contact hours as well as preparation time. 


Employee Benefits Program (Fund 06559) 


Program Description 

The Employee Benefits program provides a variety of insurance products for 30,000 state employees, former employees, 
and their dependents. Funding for the insurance comes from paid premiums. The state of Montana, as the employer, 
pays a state share contribution toward premium costs as part of the employees' benefits. Additional premiums are 
collected for dependent, retiree, and COBRA benefit coverage. The Employee Benefits program is charged with 
aggressively monitoring the health care market, providers, and regulatory agencies in order to maintain a high quality, 
cost effective, employee benefit plan that insulates state employees, retirees, and their families, from financial harm due 
to illness or injury. The program works with the Montana Association of Health Care Purchasers on the joint purchase of 
cost-effective managed care plans. The program currently has a staff of 9.64 FTE. 
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COMMENT 


percent of fund expenses. 





| Revenues and Expenses 
) The program projects revenues of $66.6 million in fiscal 2002 and $76.0 million in fiscal 2003, which are increases of 11 





Fund Balance Information 


Beginning Retained Earnings 
Increases 

Fee Revenue 
Investment Earnings 
Transfers In 
Miscellaneous, operating 
Miscellaneous, other 

Total Increases 


(Decreases) 
Personal Services 
Operations 
Transfers Out 
Miscellaneous, operating 
Miscellaneous, other 
Total Decreases 


Adjustments to Beginning Retained 
Earnings 
Ending Retained Earnings 
Total Contributed Capital 
Total Fund Equity 
Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
6) 


Requested Rates for Internal Service 
Funds 


| DEPARTMENT OF ADMINISTRATION 


23-STATE PERSONNEL DIVISION 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Number 


XXXX 


06559 


FY96 
23,790,168 


(15,435) 
2,222,921 


41,337,812 
43,545,298 

305,733 
42,305,083 


204 
42,611,020 


24,724,446 


24,724,446 


7,101,803 


Fund Name 


Group Benefits Claims A/C 


FY97 
24,724,446 


13,853 
3,250,220 


43,127,398 


46,391,471 


349,719 
44,338,780 


972,955 
508 
45,661,962 


515 
25,454,470 


25,454,470 


7,610,242 


_ DEPARTMENT OF ADMINISTRATION 


FY98 
25,454,470 


13,713 
3,353,204 


48,037,101 
51,404,018 
414,772 
47,216,709 
770,834 


40 
48,402,355 


87,880 
28,544,013 


28,544,013 


8,067,053 


Agency Number 


6101 


FY99 
28,544,013 


(1,090) 
2,041,764 


48,302,563 
50,343,237 

407,284 
54,344,639 

393,586 
55,145,509 
23,741,741 


23,741,741 


9,190,918 


Agency Name 
Department of Administration 


FY0O 
23,741,741 
1,164,883 
58,717,941 


59,882,824 


378,056 
62,489,348 
62,867,404 

19 
20,757,180 


20,757,180 


10,477,901 


Estimated 
FY01 
20,757,180 
1,133,000 
60,043,300 
61,176,300 


412,335 
62,366,905 


62,779,240 


19,154,240 


19,154,240 


10,463,207 


Program Name 


Estimated 

FY02 
19,154,240 
825,150 
65,811,050 
66,636,200 
462,876 


71,113,428 


71,576,304 
14,214,136 


14,214,136 


11,929,384 


| percent and 27 percent over base year revenues. Expenses are projected to be $71.6 million in fiscal 2002 and $78.5 
million in fiscal 2003, which are increases of 14 percent and 25 percent over base year expenses. The Report on Internal 
| Service & Enterprise Funds, 2003 Biennium for fund number 06559 shows historical and projected revenues, expenses, 
_ fund equity, and retained earnings for the group benefits claims internal service fund. 


Estimated 
FY03 
14,214,136 


648,700 
75,361,300 


76,010,000 

468,401 
78,069,680 
78,538,081 
11,686,055 


11,686,055 


13,089,680 


The goal is to maintain adequate actuarial reserves. Rates for FY02 and FY03 have not been determined at 


this time. 


A-177 


STATE PERSONNEL DIVISION 


Since the end of fiscal 1998, when the fund equity was at a high of $28.5 million, the fund equity has 
steadily decreased and would end the 2003 biennium at nearly $11.7 million. The fund equity decline 
is due primarily to the rising cost of medical, pharmaceutical, and dental claims, which account for 85 
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Rate Explanation 


Table 23A 
Table 23A shows historical and the proposed state contribution for employee — State Contribution for 
insurance coverage. The proposed rates - the state contribution for employee Employee Insurance Coverage 
insurance coverage - would add $30 on January 1, 2002, and an additional $41 on Monthly — Percentage Change 
January 1, 2003, per month per employee. ae eee 
The operating expenses incurred directly by the Employee Benefits program ee on fe 
accounts for roughly $5.30 of the monthly premium. Medical, pharmaceutical, and | 997 225 13% 
dental claims are the largest plan costs and make up over 85 percent of total plan 1998 245 8.9% 


costs. 1999 270 10.2% 
2000 285 5.6% 


: ene ; apa : : 2001 DoS) Seal’ 
Premium contributions are established by projecting plan costs and estimating the | 5,0,. ak 10 Ae 


revenue necessary to maintain adequate actuarial reserves. Reserves are calculated | 493% 366 12.6% 
as a percentage of claims and consist of two components; incurred but not reported | *Proposed in the Pay Plan Bill HB 13 
(IBNR) reserves and claims fluctuation reserves. As a component of employee 
compensation, the state contribution is a subject of collective bargaining. 


LFD The executive will request funding for the amounts the agencies will need to pay for the nearly $9.5 
COMMENT million ($3.4 million general fund) for state agencies, excluding the university system. increases state 





share of insurance contributions in HB 13, the pay plan bill. The university system would add $5.0 
million ($2.7 million general fund). 





a a a rl el eee 


DP 2 - Workload increases and additional services - This request would fund increases for: 1) increases in department 
indirect/administrative costs for services received from other proprietary funded centralized service functions of the 
agency; 2) a 5 percent annual increase in employee benefit consulting services; 3) contracted services for a project to 
negotiate discounts with medical providers; 4) a biennial audit of medical and prescription drug claims; and 5) an 
updated employee benefits booklet. This request would also fund the addition of 3.25 FTE to cover workload increases 
resulting from the conversion to SABHRS and increases in the number and variety of benefit options available to state 
employees and their dependents. 


Staff increases included in this request include: 1.0 FTE grade 15, programmer/analyst to provide system analysis and 
programming services for the bureau; 1.0 FTE grade 9, pay/benefits technician to assist with increased benefit account 
reconciliation workloads and member services; 1.0 FTE grade 12, pay/benefits specialist to provide help desk services 
for the bureau; and 0.25 FTE grade 9, benefits technician to assist during the benefits annual change period. 


Rate Impact: This request would increase the premiums for insured employees, retirees, and dependents by $1.77 per 
insured person per year in fiscal 2002 and by $1.34 per insured person per year in fiscal 2003. 


DP 3 - Health Insurance/Benefit Cost Increases - This request would fund net health insurance and benefit cost increases 
due to: 1) increased third party administrator costs; 2) the institution of a focused managed care program; 3) changes in 
the prescription drug program (program savings); and 4) anticipated increases in plan participation. 


A new contract with the third party administrator for medical and dental claims would result in an administering cost 
increase of 85 percent over the base cost. Anticipated increases in annual plan participation would increase the costs for: 
1) administering medical and dental claims; 2) the employee assistance program; 3) the vision hardware program; 4) the 
long-term care program; 5) the life insurance program; and 6) the flexible spending benefit program. Changes in the 
prescription drug benefit plan are expected to produce savings of roughly $1.1 million over the biennium. However, 
prescription drug usage is expected to increase 9 percent, which would produce partial offsetting increases for the 
prescription drug program from the savings produced by changes in the plan. 
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A focused managed care program would identify the 5 percent of the plan members who are most likely to generate 60 
/) percent of the claims. The program would work more intensely with the identified members, their medical providers on 
F prevention, disease management, and treatment to reduce claims. 

» Medical and dental claims costs are expected to increase by 8 percent, which would be partially offset by savings of 
roughly $3.0 million that would result from plan changes. 


















| Rate Impact: This request would increase the net premiums paid for health insurance by $50 per month per employee in 
| fiscal 2002 and by $55 per month per employee in fiscal 2003. This premium is paid in two ways: 1) by the state as the 
|) employer contribution; and 2) by the employee as an out-of-pocket cost. The state share and the employee share is a 
_ subject of collective bargaining and the state share has not been determined at this time. 





' State Payroll Unit (Fund 06563) 


| The State Payroll Unit of the Payroll and Benefits Operations Bureau processes, distributes, reports, and accounts for 


| payroll, benefits, and associated withholding and deductions for 12,000 state employees in the executive, legislative, and 


| Revenues and Expenses 
The unit is projecting revenues of $358,604 in fiscal 2002 and $367,908 in fiscal 2003, which are increases of 16 percent 
in fiscal 2002 and 19 percent in fiscal 2003. Expenses are projected to be $369,127 in fiscal 2002 and $325,964 in fiscal 
2003, which are an increase of 3.5 percent in fiscal 2002 and a decrease of 8.6 percent in fiscal 2003 from the base year 


expenditures. The Report on Internal Service & Enterprise Funds, 2003 Biennium for fund number 06563 shows 


}| historical and projected revenues, expenses, fund equity, and retained earnings for the state payroll unit internal service 
| fund. 


Report on Internal Service & Enterprise Funds, 2003 Biennium 


Fund Balance Information 


Estimated Estimated Estimated 

FY98 FY01 FY02 FY03 

Beginning Retained Earnings - (45,940) (73,552) (87,490) 6,712 (40,922) (63,009) (73,532) 
Increases 

Fee Revenue i 565,397 595,182 977,136 308,746 308,746 358,604 367,908 


Investment Earnings 

Transfers In 

Miscellaneous, operating - - - 245 338 
Miscellaneous, other - - - - - - - - 
Total Increases 555,684 565,397 595,182 977,381 309,084 308,746 358,604 367,908 


(Decreases) : 
Personal Services 191,382 177,045 203,294 211,953 219,232 209,663 203,595 204,878 
Operations 410,242 415,185 403,549 295,666 137,484 121,170 165,532 121,086 
Transfers Out - - - 375,560 - - - - 
Miscellaneous, operating - - - - 
Miscellaneous, other - 779 1,218 - - - - 
Total Decreases 601,624 593,009 608,061 883,179 356,716 330,833 369,127 


Adjustments to Beginning Retained 
Earnings - - (1,059) - (2) - - - 
Ending Retained Earnings (45,940) (73,552) (87,490) 6,712 (40,922) (63,009) (73,532) (31,588) 
Total Contributed Capital 107,484 107,484 103,315 103,315 103,315 103,315 103,315 103,315 
Total Fund Equity 61,544 33,932 15,825 110,027 62,393 40,306 29,783 71,727 


Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 
miscellaneous operating divided by 
100,271 101,141 


Requested Rates for Internal Service The goal is to 
Funds maintain a 60- 
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Rate Explanation 
Costs for payroll staff and operations are funded by payroll fees, which are collected from each state agency. After a) 
budget is established for the 2003 biennium, costs are allocated to state agencies based on the number of employees each | 
agency pays. The unit bills agencies and collects payments at the beginning of each fiscal year. The estimate of the) 
number of employees each agency pays is determined from actual employee numbers in fiscal years 1999 and 2000. The 
1999 legislature allowed the payroll unit to charge fees that allow the program to maintain a 60-day working capital | 
balance. 


The executive requests that the legislature approve a rate to maintain no more than a 60-day working capital reserve for |) 
the 2003 biennium. The proposed payroll fees the unit anticipates charging for fiscal years 2002 and 2003 have | 
increased over those charged in the 2001 biennium. This increase is primarily because the fees charged in fiscal years » 
2000 and 2001 were set below the actual cost requirements in order to use up excess cash reserves, which were carried ! 
over from the 1999 biennium. 


—— 


the executive has requested a rate that would allow the Payroll Unit to change rates to maintain a working | 

capital reserve of 60-days. The program staff has stated that with the 60-day working capital reserve rate they 
could bill agencies for more fees than is indicated in the fee allocated to all agencies in the Executive Budget. The 
program has stated that a 60-day working capital reserve rate would give them the flexibility in case of unforeseen || 
expenses and that they have never billed agencies for more than the published fee schedule. 


The executive has requested that the legislature not approve specific rates for payroll service fees. Instead, 
ISSUE 


The Executive Budget contains allocations totaling $356,958 in fiscal 2002 and $366,248 in fiscal 2003 for payroll 
service fees. This is the amount the agencies that pay the fee have in their budgets. Agencies have the flexibility to 
adjust the components of their operating plans between different expenditure accounts, but they do not generally have the | 
flexibility to increase their overall budget amounts. This same flexibility is provided to the Payroll Unit. However, | 
providing the flexibility for the Payroll Unit to increase their fees to agencies so the unit can maintain a 60-day working | 
capital reserve would provide flexibility to the unit that: 1) the unit has stated has never been needed; and 2) is not 
afforded to those entities that pay the fees. As stated in the issue "Legislative Approval of Fees and Charges," contained 
in the agency section of this report for the department, a rate based on a 60-day working capital reserve does not provide 
any control by the legislature over the level of expenditures of the program. 








The legislature may wish to request that the executive provide a schedule of fees and charges for the Payroll Unit that the 
legislature can approve as the maximum fees and charges the Payroll Unit can charge. 
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DEPARTMENT OF ADMINISTRATION 24-RISK MANAGEMENT & TORT DEFENSE 
| 

| Proprietary Rates 

i Program Description 


The Risk Management & Tort Defense Division (RMTD) insures state agencies against risk of loss for property, 
commercial vehicles, boilers, airports, aircraft, fidelity bonds, and fine arts. The state self-insures against property losses 


» under $150,000 ($250,000 for the prison), and claims for general liability, errors and omissions, inland marine, auto 
‘liability, and foster care liability. The state also carries full coverage automobile insurance on certain state-owned 
vehicles and on all leased or loaned vehicles. The division also provides risk management and safety training, 
- consultation services, claims administration, and legal defense to prevent or minimize the adverse effects of physical or 


financial loss. 


The Department of Administration is authorized by Section 2-9-202, MCA, to accumulate a self-insurance fund to pay 
for self-insured losses, to purchase insurance, and to fund operations. The stated funding objective for the self-insurance 
portion of the program is to maintain insurance rates sufficient to sustain consecutive "three-year average" loss 
experiences of $4.7 million over fiscal 2002 and fiscal 2003. This $4.7 million dollar amount is based on average costs 
sustained. The state of Montana has tort damage caps of $750,000 per claim or $1,500,000 per occurrence. Because the 


state performs diverse and high-risk functions, three or four large catastrophic claims in any given year could drive the 
_ self-insurance fund balance to zero. 


To set rates for the commercial insurance premium cost portion of the program, which is allocated to agency budgets as 
| part of fixed costs, the program calculates the actual base year premiums paid to commercial carriers and adds on a 
|| percentage of increase. The program determines the amount of the percentage increase by talking to industry experts and 
_ brokers to get their opinions about how much commercial premiums will be in the upcoming biennium. 


Revenues and Expenses 


| The program anticipates revenue of $8.5 million in fiscal 2002 and $9.1 million in fiscal 2003. These amounts are 
| approximately 24 percent and 33 percent increases respectively over base year revenue. At that level of funding, the 
} program will generate enough revenue to fund the average of losses sustained in the last three years. The program 


experienced a 71 percent increase in estimated tort claims liability in fiscal 2000 that significantly increased the base 


year operations. The program's actual base year operations expenditures were $11.8 million. The program anticipates 
| actual expenditures of $12.2 million in fiscal 2002 and $12.3 million in fiscal 2003, which are both increases of 


approximately 4 percent over base year expenditures, not including estimated tort claims liability. The program 


| anticipates estimated tort claims liability to remain at this level for the 2003 biennium. The Report on Internal Service & 
| Enterprise Funds, 2003 Biennium for fund number 06504 shows historical and projected revenues, expenses, fund 
| equity, and retained earnings for the legal services internal service fund. 
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Report on Internal Service & Enterprise Funds, 2003 Biennium 


[Fund Number Fund , ~ AgencyNumber Name ia Program Name 
06532 Agency Insurance Internal Service 6101 Department of Administration Risk Management & Tort Defense 


Fund Balance Information 
Estimated 


FY03 
(28,456,069) 


Estimated 
FY02 
(24,709,472) 


FY0O Estimated FY01 
(9,633,862) (23,767,529) 


FY99 
(5,487,945) 


FY98 
(5,522,134) 


FY96 


Beginning Retained Earnings (13,181,911) (8,003,264) 


Increases 
8,056,480 


268,389 
154,663 
9,136 


8,657,660 
271,437 
154,663 

9,136 


6,561,082 
235,586 
154,663 

9,136 


6,533,045 
264,533 
11,759 
17,115 


1,593 
615,001 
126,446 

6,474,182 


1,105 
501,677 
88,454 
5,970,479 


1,733 
749,649 


Fee Revenue 
Investment Earnings 
Transfers In 
Miscellaneous, operating 
Miscellaneous, other 


852,507 
15,839 


5,952,147 6,246,692 


Total Increases 6,561,715 6,703,529 7,115,038 7,217,222 6,826,452 6,960,467 8,488,668 9,092,896 


(Decreases) 
678,579 


11,637,204 


675,936 
11,559,329 


656,572 
7,245,838 


549,094 
22,464,256 
316,299 


512,783 
6,020,276 
239,018 
142,897 


460,545 
3,519,247 


447,779 
6,070,518 
257,782 
292,643 
4,793 
7,073,515 


422,929 
958,174 


Personal Services 
Operations 
Transfers Out 
Miscellaneous, operating 
Miscellaneous, other 
Total Decreases 


: 242,404 
1,965 203 


1,383,068 4,222,399 12,315,783 


6,914,974 23,329,649 7,902,410 12,235,265 


Adjustments to Beginning Retained 


Earnings 2,369,530 


(23,767,529) 


(7,334) 
(5,487,945) 


(4,448,165) 


(9,633,862) (31,678,956) 


Ending Retained Earnings (8,003,264) (5,522,134) (24,709,472) (28,456,069) 





2,306 
(31,676,650) 


2,306 
(28,453,763) 


2,306 
(23,765,223) 


2,306 
(24,707,166) 


2,306 
(9,631,556) 


2,306 
(5,485,639) 


2,801 
(5,519,333) 


2,801 
(8,000,463) 


Total Contributed Capital 
Total Fund Equity 
Unreserved Fund Balance 


60 Days of Expenses (i.e. total of 
personnel services, operations, and 


miscellaneous operating divided by 6) 


230,184 703,699 1,135,157 1,112,659 3,835,558 1,317,068 2,039,211 2,052,631 


Fee/Rate Information for Leqislative Action. 
------Estimated-------- Authority 


Requested Rates for Internal Service 


FY1998 
3,632,199 
1,194,501 
1,140,109 

134,014 
145,870 


Funds 

General Liability 
Auto Liability 
Property 
Airport/Aircraft 
All Other Lines 


FY1999 
3,812,492 
1,244,419 
1,104,108 

133,514 
158,227 


FY2000 
3,834,842 
1,244,420 
1,147,684 

122,108 
202,742 


FY2001 
3,834,842 
1,244,419 
1,147,684 

122,108 
212,029 


FY2002 
5,362,500 
1,137,500 
1,200,500 

116,567 
239,413 
8,056,480 


FY2003 
5,775,000 
1,225,000 
1,270,930 

128,222 
258,508 
8,657,660 


MCA 
2-9-202 
2-9-202 
2-9-202 
2-9-202 
2-9-202 


Total Fees Charged 6,246,692 6,452,760 6,551,796 6,561,082 


The rate objective is to maintain insurance rates sufficient to sustain losses in each year of the biennium equal to the average losses sustained in the last three years. 





Proprietary Rate Explanation 
The goal of the program is to maintain insurance rates sufficient to sustain losses in each year of the biennium equal to 


the average losses sustained in the last three years. In the last three years, the state sustained an average loss of $4.7 
million per year. The program's goal is to generate enough premiums to sustain back-to-back losses of $4.7 million per 
year. The program has not adjusted the $4.7 million three-year average loss for inflation. 


The Table 24A shows the rates the division is requesting. Each rate is shown as the total amount that would be allocated 
to agencies for a given insurance area. 


Tab 


le 24A 


Risk Management and Tort Cost Allocations to Agencies 


Rate Fiscal 2000 Fiscal 2002 Change Fiscal 2003 Chan ge 


General Liability 
Auto Liability 


Property 
Airport/Aircraft 
All Other Lines 


Total Fees Charged 


DEPARTMENT OF ADMINISTRATION 


$3,834,842 


$5, 


1,244,420 1, 

1,147,684 1, 
122,108 
202,742 


$6,551,796 


$8, 


A 


362,500 
137,500 
200,500 
116,567 
239,413 


056,480 


-182 


39.8% 
-8.6% 

4.6% 
-4.5% 
18.1% 


$5,775,000 


50.6% 
-1.6% 
10.7% 

5.0% 
27.5% 


1,225,000 
1,270,930 
128,222 
258,508 


$8,657,660 





RISK MANAGEMENT & TORT DEFENSE 





| DEPARTMENT OF ADMINISTRATION 24-RISK MANAGEMENT & TORT DEFENSE 


The proposed rates increase by 23 percent in fiscal. 2002 and by 32 percent in fiscal 2003. The increases 
are driven primarily by estimates of claim growth, which are reflective of the worst-case loss estimates. 
Table 24B shows contribution each of the proposed adjustments would have on the overall rate increases. 


LFD 
ISSUE 


| Table 24B shows that increases in estimated claims payments would account for nearly three-quarters of the rate 
growth. Another 21 to 23 percent of the growth can be attributed to the procurement of commercial insurance 
policies and costs to defend claims against the state. 


















































Table 24B 


Impact of Adjustments on Insurance Rates 
Percent of Percent of 
Total Total 
Fiscal 2000 Fiscal 2002 Change Fiscal 2003 Change 
Personal Services $542,710 $675,936 $678,579 
Operations 8,556,216 11,559,329 11,637,204 


Total Expenses $9,098,926 $12,235,265 $12,315,783 


Contracted Services (DP 2) 256,804 8.0% 256,804 7.8% 
Other Fixed Costs (DP 3) 4,293 0.1% 4,563 0.1% 
Insurance Procurement & Administration (DP 4) 425,474 13.3% 511,276 15.6% 
Rent (DP 5) 27,342 0.9% 29,971 0.9% 
Additional 3.00 FTE (DP 1) 99,800 3.1% 100,141 3.1% 
Statewide Adjustments 30,544 1.0% 22,020 0.7% 
Claims Increase 2,348,226 73.6% 2,348,226 71.7% 


Total Increases $3,192,483 $3,273,001 


Base, Excluding Claims $4,031,587 $3,975,443 $3,975,443 
Claims Payments $5,067,339 $7,415,565 $7,415,565 





| DP 2 - Contracted Services - An increase in contracted services would fund increased costs for adjusting firms, 
| DF z - Contracted services i) g 


ee 


| attorneys, actuarial consulting firms, insurance brokers, and appraisal firms. The increases are due to: 1) projected 


| increases in the hourly fees charged by consultants; and 2) anticipated increase in the amount of work being sent to 


| the consultants to address workload issues. 


| DP 3 - Other Fixed Costs - This adjustment would fund increases in department indirect/administrative costs for 


services received from other proprietary funded centralized service functions of the agency. 


DP 4 - Insurance Procurement & Administration - This adjustment would fund increases in insurance premiums paid 
to commercial property and casualty insurance companies. This increase is caused by: 1) higher volume of claims; 
2) higher cost of claims; and 3) higher value of state assets. 


DP 5 - Rent - Rent and utility costs the division will incur would increase as the result of being moved to the 
USF&G Building. The move occurred after the end of the base year, so the higher rental and utility costs are not 
reflected in the base. 


DP_1 - Additional 3.0 FTEs - This request would fund the addition of 3.0 FTE to address workload increases 
anticipated because of: 1) the assumption by the Department of Transportation of maintenance responsibilities on 
paved secondary roads; and 2) an increasing trend in the number of property and casualty claims and lawsuits being 
made against the state. This request would fund the addition of 1.0 FTE grade 9 administrative support, 1.0 FTE 
grade 18 attorney specialist, and 1.0 FTE grade 13 position, that has yet to be classified, but would likely provide 
legal support for the division. 
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DEPARTMENT OF ADMINISTRATION 37-STATE TAX APPEAL BOARD) 


Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE 9.00 0.00 . 9.00 0.00 : 9.00 9.00 
Personal Services 195,328 98,277 293,605 100,093 295,421 589,026 
Operating Expenses 85,238 (5,191) 80,047 (4,793) 80,445 160,492 
Local Assistance 2,759 0 0 2,759 0 2,759 5,518 
Total Costs $283,325 $93,086 $376,411 $95,300 $378,625 $755,036 


General Fund ZO3.52 93,086 376,411 95,300 378,625 755,036 





Total Funds $283,325 $93,086 $376,411 . $95,300 $378,625 $755,036 


Program Description 

The State Tax Appeal Board provides a tax appeal system for all actions of the Department of Revenue. It hears appeals 
from decisions of the 56 county tax appeal boards and takes original jurisdiction in matters involving income taxes, 
corporate taxes, severance taxes, centrally assessed property and new industry property, gasoline and vehicle fuels taxes, 
and cabin site leases. The board travels throughout the state to hear appeals from decisions of the county tax appeal | 
boards and to conduct informational meetings for the various county tax appeal boards. The State Tax Appeal Board | 
directs the county tax appeal board secretaries, who are state employees, and pays their salaries and employee benefits | 
from its personal services appropriation. The board also reviews and pays the expenses, including employee benefits, of | 
those county tax appeal board secretaries who are county employees. In addition, the board pays the clerical-related : 
expenses for all 56 county tax appeal boards, including supplies, postage, and copies. The board does not pay for office — 
equipment. 


Funding 
The board is funded entirely by the general fund. 


aay During fiscal 2000, the board had vacancies of 49.3 percent. One position, a grade 14 administrative officer 
tom 2s vacant the entire year and vacant as of November 17, 2000. The vacancy in this position plus vacancies 
of 92.1 percent in an aggregate 3.0 FTE position used to pay salaries and benefits for county tax appeal board 
secretaries were the cause for this high vacancy rate. As such, the Executive Budget for the board increases by 33.8 
percent in fiscal 2002 and 33.6 percent in fiscal 2003. The large increase over base is due entirely to the statewide 
personal service adjustments that provide full funding for all 9.0 FTE of the board. 


The legislature may wish to ask the board if position 61103705 that has been vacant for nearly 16 months is still needed. 
Also, the legislature may wish to ask the board if position 6119371 should be funded for 3.0 FTE or if a lower funding 
level would adequately staff the position. 





DEPARTMENT OF ADMINISTRATION A-184 STATE TAX APPEAL BOARD 


| 
1 

|| DEPARTMENT OF ADMINISTRATION 37-STATE TAX APPEAL BOARD 
Ee a RS Leer) 


! 


Present Law Adjustments 










wan nnn nn en nnn nnn nanan nnn nn ne nena Fiscal 2002--------------------------s1---------------- +i----------------------------------Fjscal 2003----------------------------------------- 
State Federal Total ; State Federal Total 

ETE General Special Special Funds FTE General Special Special Funds 

\ Personal Services 109,431 111,303 

| Vacancy Savings (8,187) (8,243) 

| Inflation/Deflation () (19) 

| Fixed Costs (272) Z 

| C $103,043 

Total Statewide Present Law Adjustments $100,953 
| DP | - Miscellaneous Operating COSTS 
i 0.00 (7,867) 0 0 (7,867) 0.00 (7,743) 0 0 (7,743) 


Total Other Present Law Adjustments 
0.00 ($7,867) $0 $0 ($7,867) 0.00 ($7,743) $0 $0 ($7,743) 


Grand Total All Present Law Adjustments $93,086 $95,300 


| Executive Present Law Adjustments 

|The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 

| present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 

Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 

| correspond to the narrative descriptions. 


DP 1 - Miscellaneous Operating COSTS - The executive requests an overall reduction of board budget authority through 
offsetting adjustments of personal service and operating costs. The offsetting adjustments include increases for: 1) 
department indirect/administrative costs for services received from the proprietary funded centralized service functions 

| of the agency; and 2) per diem at the base level for county tax appeal board members to attend meetings to hear appeals 

| or meetings called by the state tax appeal board. The decreases are primarily due to removing: 1) base year expenditures 
for computer equipment that would not be needed during the 2003 biennium; and 2) removing a budget system generated 
adjustment to the base for health insurance for an aggregate position in which the incumbents are hired at less than 0.5 
FTE and do not individually qualify for health insurance benefits. 


) 
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APPELLATE DEFENDER | 01-APPELLATE DEFENDER - MF) 


Program Proposed Budget 





Base PI: Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 
FTE 3.00 0.00 0.00 3.00 0.00 0.00 3.00 3.00 
Personal Services 129,908 223 0 132,431 3,423 0 133,331 265,762 
Operating Expenses 40,983 7,720 0 48,703 8,187 0 49,170 97,873 
Total Costs $170,891 $10,243 $0 $181,134 $11,610 $0 $182,501 $363,635 
General Fund 0 0 0 0 0 0 0 0 
State/Other Special 170,891 10,243 0 181,134 11,610 0 182,501 363,635 
Total Funds $170,891 $10,243 $0 $181,134 $11,610 $0 $182,501 $363,635 


Agency Description 

The Office of the Appellate Defender is an agency administratively attached to the Department of Administration. The 
Appellate Defender is hired by, and serves at the pleasure of, the Appellate Defender Commission. The Appellate 
Defender provides legal counsel for indigent persons who have been convicted and who then appeal district court 
convictions, or who petition for post-conviction relief from district court proceedings. The Appellate Defender also aids 


the commission by compiling and maintaining a current roster of Montana attorneys who are eligible to serve as trial and | 


appellate defense counsel for the indigent if appointed by an appropriate court. 


Biennium Budget Comparison 

Present New Total Present New Total Total Total 

Law Proposals Exec. Budget Law Proposals Exec. Budget Biennium Exec. Budget 
Budget Item Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 00-01 Fiscal 02-03 


ETE 3.00 5 3.00 3.00 , 3.00 0.00 3.00 


Personal Services 132,431 132,431 133,331 133,331 272,465 265,762 
Operating Expenses 48,703 48,703 49,170 49,170 90,853 97,873 


Total Costs $181,134 $181,134 $182,501 $182,501 $363,318 $363,635 


General Fund 0 0 0 0 0 0 
State/Other Special 181,134 181,134 182,501 182,501 363,318 363,635 





Total Funds $181,134 $181,134 $182,501 $182,501 $363,318 $363,635 


Funding 
The agency is funded entirely from the district court criminal reimbursement state special revenue account, which 
derives revenue from taxes and fees collected on light vehicles. 
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State Federal Total General State Federal Total 
Special Special Funds FTE Fund Special Special Funds 


General 
Fund 











Total Statewide Present Law Adjustments $3,993 $5,360 








| DP | - Appellate Defender Travel 





1 0.00 0 3,600 0 3,600 0.00 0 3,600 0 3,600 
) | DP 2 - Appellate Defender Contracted Services 
0.00 0 2,650 0 2,650 0.00 0 2,650 0 2,650 










Total Other Present Law Adjustments 
0.00 $0 $6,250 $0 $6,250 0.00 $0 $6,250 $0 $6,250 







Grand Total All Present Law Adjustments $11,610 











H Executive Present Law Adjustments 

| The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
\ present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
|| Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
| "Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
| correspond to the narrative descriptions. 





This agency has less than 20 FTE; the personal services requests, therefore, are fully funded. Statewide 
adjustments for personal services reflect increases of roughly 2 percent from the base, and yet are 
i] roughly 2 percent less than the amount approved for the base by the 1999 legislature. The primary 
| reason that the request is less than the amount authorized by the 1999 legislature is that staff turnover during the base 
|| year meant that positions were filled at lower salary levels. 


LFD 





COMMENT 







| DP 1 - Appellate Defender Travel - This request would fund travel and training costs that would allow two attorneys to 
| attend three out-of-state training seminars dealing with topics relevant to appeal defense, such as: 1) appellate defense; 
| 2) death penalty cases; and 3) habeas corpus actions. The training would provide continuing legal education to help 
| attorneys maintain the qualifications necessary to perform the duties of the office. 


| DP 2 - Appellate Defender Contracted Services - This request would fund an increase in contracted services for expert 
witnesses as well as a fund the services of a private investigator for current and anticipated court cases, one of which is a 
death penalty case. 


| 
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PUBLIC HEALTH & HUMAN SERVICES 


Agency Proposed Budget 


' [Budget Item 


|, [Personal Services 
| [Operating Expenses 


Total Costs 


i) General Fund 
|) #State/Other Special 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


2,696.84 


98,366,813 
70,760,991 
793,242 
6,356 
6,249 
37,927,039 


~ $58,364,221 


0 
619,798 


$766,844,709 
228,813,863 
32,370,025 
505,660,821 


$766,844,709 


PL Base 
Adjustment 
Fiscal 2002 


87.00 


5,594,937 
7,392,238 
122,483 


las 


0 
5,700,497 
95,030,673 
0 

0 


$113,840,828 
22,898,313 
D807, lo 
85,585,358 


$113,840,828 


New 
Proposals 
Fiscal 2002 


46.10 


1,834,153 
13,576,449 
Daa 

0 

0 

1,337,478 
101,215,399 
28,950 
2,850 


$118,217,436 
9,298,163 
1,701,658 
107,217,615 


$118,217,436 


Total 
Exec. Budget 
Fiscal 2002 


2,829.94 


105,795,903 
91,729,678 
1,137,882 
6,356 

6,249 
44,965,014 
754,610,293 
28,950 
622,648 


$998,902,973 
261,010,339 
39,428,840 
698,463,794 


$998,902,973 





PL Base 
Adjustment 
Fiscal 2003 


96.00 


6,460,961 
8,407,318 
45,483 

0 

0 

6,098,641 
116,059,651 
0 

0 


$137,072,054 
Za VT eS 
7,051,183 
102,203,696 


$137,072,054 


New 
Proposals 
Fiscal 2003 


55.85 


2,195,444 
6,544,728 
107,157 

0 

0 

1,274,952 
104,662,541 
29,221 
2,850 


$114,816,893 
14,282,538 
3,210,217 
97,324,138 


$114,816,893 


Total 
Exec. Budget 
Fiscal 2003 


2,848.69 


107,023,218 
85,713,037 
945,882 
6,356 

6,249 
45,300,632 
779,086,413 
gO 221 
622,648 


$1,018,733,656 
270,913,576 
42,631,425 
705,188,655 


$1,018,733,656 





SUMMARY 


Total 
Exec. Budget 
Fiscal 02-03 


2,848.69 


212,819,121 
177,442,715 
2,083,764 
LOT, 
12,498 
90,265,646 





Agency Description 
The Department of Public Health and Human Services (DPHHS) administers a wide spectrum of programs and projects, 


| including: welfare reform - Families. Achieving Independence in Montana (FAIM), Medicaid, foster care and adoption, 
| nursing home licensing, long-term care, aging services, alcohol and drug abuse programs, mental health services, 


vocational rehabilitation, disability services, child support enforcement activities, and public health functions (such as 
communicable disease control and preservation of public health through chronic disease prevention). 


The department is also responsible for all state institutions except prisons. DPHHS facilities include: Montana State 
Hospital, Warm Springs; Montana Mental Health Nursing Care Center, Lewistown; Montana Chemical Dependency 
Center, Butte; Eastmont Human Services Center, Glendive; Eastern Montana Veterans’ Home, Glendive; Montana 
Veterans' Home, Columbia Falls; and Montana Developmental Center, Boulder. 


Reorganization 

Two reorganizations occurred in fiscal 2000 that transferred functions from the Child and Family Services Division: 1) 
facility and residential licensing was transferred to the Quality Assurance Division (7.0 FTE and $217,000 general fund); 
and 2) adult protective services functions were transferred to Senior and Long-Term Care Division (29.5 FTE and $1.3 
million general fund). The Child and Family Services Division continues to be responsible for licensing family foster care 
homes and child placing agencies and for approval of adoptive homes. In various areas of the state, Child and Family 
Services Division, child protective services workers continue to respond to adult protective services reports as needed and 
as back-up for adult protective services workers. In addition, administration of the federal access and visitation grant 
($100,000 annually) was transferred from the Child and Family Services Division to the Child Support Enforcement 
Division 

Supplemental Appropriation Description 

DPHHS is requesting a supplemental appropriation of $41.7 million total funds, including $14 million general fund. The 
total general fund cost over-run was initially estimated to be $20 million, not including general fund offsets. Table A- 
Olshows the supplemental appropriation requested by DPHHS in HB 3. The supplemental request is shown by program 
and service component as well as general fund offsets identified by the department. 
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PUBLIC HEALTH & HUMAN SERVICES 


The most significant cost over-runs are for mental health services, which 
account for $11.2 million of the $14 million general fund supplemental 
appropriation request. Mental health services funded by Medicaid, the 
general fund supported state Mental Health Services Plan (MHSP) and 


SUMMARY | 


Table A-01 
DPHHS Supplemental Appropriation 


General Fund Cost 
Biennial 


the Montana State Hospital all experienced cost over-runs during the 
2001 biennium. 


Amount 


$ (4,215,525) 


Function 


Medicaid Non-Mental Health 
Services 

Medicaid Mental Health Services 

State Hospital and Community 


The most significant cost saving measure ($3.2 million) is expansion of 
the Children's Health Insurance Program (CHIP) to include mental health 
services for CHIP-eligible children who are also determined to be 
seriously emotionally disturbed. This change makes federal CHIP funds 
available to offset 80 percent of the general fund supported services 
provided by MHSP to children who are also eligible for CHIP. 


(7,487,303) 


Mental Health Services 


Total Cost Over-run 


Cost Saving Measures 


CHIP Federal Match 
CHIP General Fund 
Partial Hospitalization 
Utilization Review 


3,200,000 
1,399,909 
780,000 
750,000 


The claims payment system cannot allocate costs among funding sources, 
so costs supported by CHIP funds must be manually determined and 
entered into the appropriate cost centers in the state accounting system. 
As of December 1, 2000 there were no costs recorded against the $3.2 
million federal CHIP appropriation for mental health services, making it 
difficult to evaluate whether costs were being offset to the level 
anticipated. 


6,129,909 
8(14,028,008) 


Total Cost Saving Measures 


Net Supplemental Request 


(8,455,089) | 


(20,157,917) 





In November 2000, DPHHS stated that its most current projections indicated that the department-wide general fund cost | 
over-run for fiscal 2001 will be $1.4 million higher than the supplemental appropriation requested in HB 3 as currently 
drafted ($15.4 million total). The executive has not indicated whether it will request an amendment to HB 3 or take 
measures to reduce current spending. 






aan Section 17-7-301(7)(b), MCA states: 
iD ‘An agency shall prepare and, to the extent feasible, implement a plan for reducing expenditures in the second’ 
year of the biennium that contains agency expenditures within appropriations. The approving authority is 
responsible for ensuring the implementation of the plan. If, in the second year of a biennium, mandated 
expenditures that are required by state or federal law will cause an agency to exceed appropriations or available 
funds, the agency shall reduce all nonmandated expenditures pursuant to the plan in order to reduce to the greatest 
extent possible the expenditures in excess of appropriations or funding. An agency may not transfer funds 
between fund types in order to implement a plan.” 

















The legislature could request that DPHHS identify fiscal 2001 general fund spending that is discretionary early in the 
2001 session, and ask DPHHS to quantify the amount of general fund that could be saved if such discretionary spending 
were reduced or stopped. Depending on results of discontinuing certain expenditures, the legislature could direct DPHHS 
to reduce expenditures and potentially offset some of the general fund supplemental appropriation. 
LFD a ae 
FTE ($35.8 million total funds) over the biennium to continue mental health services at the 2001 
biennium level after cost containment measures were instituted. The present law adjustment supports 


increases for Medicaid funded services, the Montana State Hospital, and the Mental Health Services Plan for persons with 
incomes up to 150 percent of the poverty level. 











The Executive Budget request includes a present law adjustment to add $5.0 million general fund and 27 








SUMMARY 
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| Executive Recommended Legislation 


County/State Funding Relationships 


_ The executive formed a committee in cooperation with local governments, the Local Government Funding and Structure 


Committee, to examine all county/state funding relationships. The department worked with the committee to include 


revisions to the funding of public assistance programs. The bill (LC 5001) proposed by the committee provides that city 


and county governments would forward certain tax revenues (gambling, alcohol, and motor-vehicle) to the state. The 


_ state would provide local governments with an entitlement or grant that local governments could use at their discretion. 
_ Under this proposal human services costs historically funded with county funds or the 9-mill levy (in the case of assumed 
_ counties) would be funded by general fund. County governments would maintain funds they are currently providing to 








the state for public assistance programs at the local level. 


In response to HB 2 language, and as an alternative to LC 5001, department staff also worked with the Montana 
Association of Counties (MACo) to develop legislation that would change how counties contribute to public assistance 
costs. Based upon the discussions with MACo, the department may support legislation that requires non-assumed 
counties to contribute to public assistance and protective services costs at the dollar value of the five-year average from 
fiscal 1995 through fiscal 1999. The department estimates this option would require an additional appropriation of $1.5 
million general fund. However, because the legislation is in draft form, these cost estimates may change. The Executive 
Budget does not include a decision package requesting additional general fund in the event this legislation is adopted. 


| Department staff stated they also worked with MACo to develop legislation that would clarify management and authority 
regarding local control and public assistance programs. 


Several programs in DPHHS are funded with county funds that would be retained by counties or diverted to and deposited 
in the general fund by LC 5001. The amounts shown are the biennial amounts included in the Executive Budget: 
e $15.5 million from the 9-mill property tax levy remitted by counties who have opted for state assumption of 
welfare and public assistance programs and budgeted in primary care Medicaid services; 
e $6.8 million of administrative and benefit costs that support public assistance programs; 
e $5.6 million of alcohol taxes budgeted to support chemical dependency programs and services; and 
e $4.2 million from county property taxes that support child welfare programs and services. 


Citizen Review Boards 


The 1999 legislature included language in HB 2 directing the department to work with the Supreme Court to develop joint 


rules, regulations, and procedures for the foster care review process. Department staff indicated they have worked with 
the Supreme Court administrator's office to prepare a bill that would provide a single foster care review process. The bill 
draft (LC 0055) provides for a program largely based upon the current citizen review board process, which includes the 


| following changes: 


e Citizen review boards would no longer be a pilot project, but would be implemented as the statewide model; 

e New requirements for training of review board members would be implemented; 

e A listing of parties invited to the reviews would be included in statute; and 

e Review board deliberations would be open to all present at the review, except that the ‘presiding board member 
could close a deliberation if someone who would attend the review made a threat of reprisal or if confidentially 
laws preclude open deliberations. 


The department's budget request does not include a request for increased funding due to workload changes that might be 
created in the event this legislation is passed. 


Expansion of CHIP Financial Eligibility 

DPHHS has submitted legislation to raise the financial eligibility for CHIP from 150 percent of the federal poverty level 
to 200 percent (LC 0441). The Executive Budget includes funds for expanding eligibility to 175 percent of the poverty 
level in fiscal 2003. Table A-09 at the end of this section shows various levels of the federal poverty level index for fiscal 
2000. For a family of four, 150 percent of the poverty level is $25,575 and 175 percent is $29,838 in 2000. 
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LC 0441 (as currently written) would allow DPHHS to expand CHIP financial eligibility above 175 percent of 
the federal poverty level funded in the Executive Budget request. For instance, if CHIP appropriations were 
sufficient to expand financial eligibility, or if excess general fund were transferred from other programs to the 


1 
ISSUE 


CHIP program, DPHHS could raise financial eligibility up to 200 percent of the federal poverty level. In the latter 
instance, the CHIP program could be expanded above the level of ongoing program expenditure levels anticipated by the 
legislature. 


Although LC 0441 includes language directing DPHHS to reduce eligibility for or the amount, scope or duration of CHIP 
services if the appropriation is insufficient to cover expenditures, the language does not prohibit DPHHS from expanding 
eligibility above the 175 percent proposed in the Executive Budget. 


The legislature could consider whether to propose amendments to LC 0441 to ensure that financial eligibility for CHIP 
was not raised above the level appropriated by the legislature, or could specify under what circumstances DPHHS could 
raise eligibility above the level appropriated for and anticipated by the most recent legislative session. 


Agency Discussion 


Biennium Budget Comparison 

The DPHHS 2003 biennium general fund budget request is $70.5 million greater than the 2001 biennium amount. The 
Biennium Budget Comparison table compares fiscal 2000 expenditures and the fiscal 2001 appropriation to the 2003 
biennium budget request. 


Biennium Budget Comparison 
: Present New Total Present New Total Total Total 

Law Proposals Exec. Budget Law Proposals Exec. Budget Biennium Exec. Budget 

Budget Item Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 00-01 Fiscal 02-03 


FTE 2,783.84 46.10 2,829.94 2,792.84 55.85 2,848.69 0.00 2,848.69 


Personal Services 103,961,750 1,834,153 105,795,903 104,827,774 2,195,444 107,023,218 197,932,937 212,819,121 
Operating Expenses 78,153,229 13,576,449 91,729,678 79,168,309 6,544,728 85,713,037 137,810,034 177,442,715 
i DIS 25 222,157), 1,137,882 838,725 LOTS 945,882 2,088,263 2,083,764} 
6,356 0 6,356 6,356 0 6,356 6,356 122 
6,249 0 6,249 6,249 0 6,249 8,426 12,498 
43,627,536 1,337,478 44,965,014 44,025,680 1,274,952 45,300,632 77,925,873 90,265,646 
653,394,894 101,215,399 754,610,293 674,423,872 104,662,541 779,086,413 1,185,817,240 
0 28,950 28,950 0 29.274 29,221 0 


619,798 2,850 622,648 619,798 2,850 622,648 1,456,132 


$880,685,537 $118,217,436 $998,902,973 $903,916,763 $114,816,893 $1,018,733,656 $1,603,045,261 

251,712,176 9,298,163 261,010,339 256,631,038 14,282,538 270,913,576 461,349,673 

» 37,727,182 1,701,658 39,428,840 39,421,208 3,210,217 42,631,425 77,874,019 

Federal Special 591,246,179 107,217,615 698,463,794 607,864,517 97,324,138 705,188,655 1,063,931,491 


Total Funds $880,685,537 _$118,217,436 _$998,902,973 _$903,916,763 _$114,816,893 $1,018,733,656  $1,603,155,183 





Although there is an increase in general fund requested, general fund support for the department decreases from 28.7 
percent of the 2001 biennium budget to 26.4 percent of the 2003 biennium budget request. The decrease in general fund 
as a percentage of total funding is primarily due to requests funded entirely with federal and other funds. The largest 
requests are: 1) $103.3 million federal funds for food stamp benefit costs; 2) $37 million federal and state special revenue 
to budget for expenditures supported by drug rebates in the Medicaid program; and, 3) $29.3 million federal funds to 
implement the second phase of welfare reform known as FAIM Phase II. The increases for both food stamp benefits and 
the drug rebate revenue are due to accounting changes that require an appropriation for expenditures that have historically 
been non-budgeted. | 
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Also, general fund comprises a smaller share of the 2003 biennium increase shown in the agency-wide budget table due to 
| the change in the matching rate the state must pay for Medicaid benefits. The state Medicaid matching rate decreases 
| from 27.84 percent in fiscal 2000 to 27.12 percent in fiscal 2002 and 26.98 percent in fiscal 2003. Each 1 percent change 
/ in the federal matching rate for Medicaid benefits causes about a $4 million annual change in state Medicaid funding. 


_ Additionally, a present law adjustment to correct the base budget that was incorrectly stated (due to an accounting error) 
reduces general fund $1.4 million ($2.8 million reduction, total funds). 

















| Budget Adjustments From the Fiscal 2000 Base to the 2003 Biennium Request 

| As shown in the agency budget summary table, which compares the Executive Budget to the fiscal 2000 base, the DPHHS 
|| budget increases $484 million over the biennium. Present law adjustments add $251 million (about 52 percent of the total 
| increase) and new proposals add $233 million over the biennium. 


| The majority (81 percent) of the biennial increase is supported by federal funds ($392 million). In comparison, general 
| fund increases $74 million and state special revenue increases $17 million. 


| Although many of the significant increases included in the 2003 biennium budget request are funded with federal funds, 

| general fund support for the department increases by 16 percent ($74 million) above the 2001 biennium. Significant 

| general fund increases included in the DPHHS budget are: 

| e Medicaid caseload, utilization growth, and annualization of 2001 biennium provider rate increases add $23 million 
general fund ($129 million total funds); 

e 2003 biennium provider rate increases add $12.8 million general fund ($41.2 million total funds); 

e Annualization of 2001 biennium mental health services cost over-runs adds $5.0 million general fund and 27 FTE 
($35.8 million total funds); 

e Annualization of CHIP start up and Sees in fiscal 2003 adds $4.5 million general fund and 6 FTE ($24 
million total funds); 

e A child protective services proposal to balance workload and staff adds $3.4 million general fund and 26 FTE 
($4.5 million total funds); 

e Fully funding the Montana Developmental Center adds $2.8 million general fund and 20 FTE ($2.8 million total 

funds); 

Foster care and subsidized adoption caseload increases add $2.5 million general fund ($6.1 million total funds); 

Reduction of the developmental disabilities waiting list adds $2.1 million general fund ($4.5 million total funds); 

Reduction of federal Title XX support for foster care services adds $1.9 million general fund; 

Computer system processing time increases add $.9 million general fund ($2.5 million total funds); and 

Computer system programming maintenance contract increases add $.4 million general fund ($1.3 million total 

funds. 


The three most significant federally funded proposals comprise 43 percent of the $392 million increase in federal funds 
and are discussed in the preceding section of the narrative. Other significant changes included in the 2003 biennium 
_ budget request that do not include general fund are: 
e Child care funding increases add $12.9 million and 3 FTE; 
Federal block grants for alcohol prevention, treatment, and needs assessment add $10.7 million and 5 FTE; 
Federal funding for system enhancements and infant formula rebates in the Women, Infants, and Children nutrition 
program adds $8.2 million; 
e Expansion of Medicaid services, to include chemical dependency services, adds $5.7 million total funds and 1 
FTE, and is matched with $2.0 million from existing expenditures of alcohol tax state special revenue; 
Funding changes and adjustments in public assistance benefits and administration add $5.3 million and 6 FTE; 
Child and adult care food program increases add $3.3 million and 3 FTE; 
Commodity and energy assistance grants add $2.8 million and 2 FTE; 
Food stamp increases add $1.3 million and 1 FTE; and 
Implementation of a tribal Temporary Assistance for Needy Families (TANF) plan by the Fort Belknap Indian 
Community reduces federal funds by $1.9 million. 
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Medicaid Benefit Changes 
Medicaid funded services are administered by four digisone within DPHHS. In total, Medicaid funded services are 4/ 
significant component of the DPHHS budget, comprising over 50 percent of the total 2003 biennium budget request. 


Table A-02 shows actual Medicaid benefits costs by division in fiscal 2000 (less one-time appropriations) compared to the 
Executive Budget request for the 2003 biennium. Fiscal 2000 base budget expenditures and the 2003 biennium request! 
are those shown in the statewide budget system. 


Table A-02 
2003 Biennium Medicaid Budget Request * 
Executive Budget Compared to Fiscal 2000 Base Expenditures | 


Executive Budget Request 
Fiscal 2003 
General Fund _ Total Funds 


Fiscal 2000 Base* 
General Fund Total Funds 


Fiscal 2002 
General Fund Total Funds 


Percent 


Division/Benefit** of Total 


Health Policy and Services Division 
Non Hospital** $ 20,950,259 $ 107,750,258 
Hospital 16,901,535 60,778,492 
Medicare Buy In 2,408,814 8,623,051 
Indian Health Servs - 20,538,915 


24.0% 
16.7% 
1.7% | 
3.9% 


9 (23,251,979 
21,388,390 
2,485,019 


$ 126,839,179  $ 23,467,486 
81,955,488 23,511,862 
9,163,051 2,536,943 


21,538,915 - 


$ 132,358,940 
92,225,029 
9,403,051 
21,588,915 


Subtotal Health Policy 40,260,608 197,690,716 47,125,388 239,496,633 49,516,291 29,709,939 46.4% ; 


Senior Long-Term Care Division 


Nursing Homes 28,236,227 
Home Based Servs 5,112,868 
Community Waiver 3,853,334 


Institutional Reimb. > 


98,772,255 
18,346,475 
13,852,981 


__13,849,204 


28,651,057 
COSI ST 
5,541,042 


107,927,522 
25,558,177 
20,431,571 


10,270,766 


29,594,087 
W5932,203 
5,891,550 


113,343,820 
27,918,025 
21,836,730 


10,554,252 


20.6% 
5.1% 
4.0% 
1.9% 


Subtotal Senior/Long-Term 37,202,429 144,820,915 41,123,477 164,188,036 43,017,920 173,652,827 31.5% 


Addictive and Mental Disorders 
Mental Health*** 14,960,489 50,730,906 
Chemical Dependency - - 


13.6% 
0.8% 


17,700,581 
161,722 


69,692,431 
3,322,512 


18,609,447 
149,232 


74,725,591 
4,502,883 


Subtotal AMDD 14,960,489 50,730,906 17,862,303 73,014,943 18,758,679 79,228,474 14.4% 


Disability Services Division 
Developmental Disability 
Services 


9,621,518 34,560,049 10,887,720 40,146,829 11,480,031 42,550,150 7.7% 


Total $102,045,044 $ 427,802,586  $116,998,888 $516,846,441 $122,772,921 $551,007,386 100.0% 


2000 General Fund Base 
Compounded Annual Growth Rate 


102,045,044 
7.1% 


102,045,044 
6.4% 


*This information is based on fiscal 2000 expenditures and 2003 biennium request included in the Executive Budget and the statewide 
budget system. 

**Non-hospital primary care expenditures include $9.3 million in state special mill levy revenue from state assumed counties. 

***Mental health services do not include the supplemental appropriation requested fiscal 2000. 





The Executive Request includes the provider rate increases as well as present law adjustments for caseload, utilization, 
and inflation increases. If the legislature approved the executive request, total Medicaid benefit costs would increase 
about 6 percent annually from fiscal 2000 to fiscal 2003, with a 16 percent total increase in general fund over the same 
time period. If the fiscal 2000 supplemental appropriation for Medicaid funded mental health services is included the 
annual rate of increase in general fund for Medicaid services is 6 percent. 


Medicaid service costs are increasing in Montana and nationally. Compared to a few years ago, Medicaid growth rates 
are increasing at a more rapid pace. Some of the increase is due to pharmacy inflation. Montana Medicaid costs are also 
increasing due to growth in community-based services for the elderly and disabled. Provider rate increases and direct care 
worker wage increases approved by the 1999 legislature also contributed to the 2003 biennium cost increase. 
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/ 2003 Biennium Medicaid Costs 

| If the legislature were to establish general fund growth rates for Medicaid funded services based on the fiscal 2000 
expenditure level included in Table A-02, the executive request would increase at a compounded annual rate of 7.1 

) percent from fiscal 2000 to fiscal 2002 and 6.4 percent from fiscal 2002 to fiscal 2003. The compounded rate of change 

| declines between fiscal 2002 and 2003 partly due to the reduction in the state matching rate for Medicaid costs. 












- 2001 Biennium Medicaid Growth Rate 

_ The legislature added the following language to HB 2: 

"General fund costs of Medicaid benefits may not exceed: (1) a 2.5 percent annual compounded rate of growth in 
fiscal year 2000 from the fiscal 1998 base amount of $99,371,700; and (2) 3.5 percent in fiscal year 2001 from the 
fiscal year 1998 base amount of $99,371,700." 


| Table A-03 compares the 2001 biennium general fund Medicaid growth rates to the fiscal 1998 base amount. The fiscal 
| 2000 and 2001 expenditures are those from the most recent budget status report prepared by DPHHS based on October 
paid claims. The fiscal 2000 amount is different than that recorded in the accounting system because it is based on more 
recent data and because it includes the supplemental appropriation amounts that DPHHS is requesting in HB 3 (the 

supplemental appropriation bill). Since HB 2 language applies to actual expenditures and not budgeted or appropriated 
- amounts, the most recent estimate of actual Medicaid expenditures is used to calculate growth rates. 


Table A-03 
General Fund Medicaid Growth Rates 


2001 Biennium 
Fiscal 2000 Expenditures Fiscal 2001 Appropriation 
Division/Benefit** General Fund Total Funds General Fund _ Total Funds 


Health Policy and Services Division 
Hospital $ 16,134,495 $ 57,954,365 |$ 16,769,488 $ 61,766,068 
Non Hospital** 21,499,471 110,776,059 25,238,475 118,420,074 
Medicare Buy In 2,433,379 8,647,616 2,310,442 8,509,914 
Indian Health Servs - 20,538,915 . 20,935,815 


Subtotal Health Policy 40,067,345 197,916,955 44,318,405 209,631,871 


Senior Long-Term Care Division 
Nursing Homes 27,489,691 98,359,636 28,100,183 103,095,774 
Home Based Servs 5,678,824 14,719,250 6,207,067 22,862,127 
Community Waiver 4,522,311 16,243,932 5,000,842 18,419,307 
Institutional Reimb. - 14,014,719 - 13,155,890 


Subtotal Senior/Long-Term 37,690,826 143,337,537 39,308,092 157,533,098 


Addictive and Mental Disorders*** 
Mental Health 16,126,469 57,925,535 18,688,297 68,833,505 


Disability Services Division 
Developmental Disability 9,431,879 24,446,996 9,209,483 33,920,749 
Services 


Total $ 103,316,519 $ 423,627,023 | $ 111,524,277 $469,919,223 


1998 General Fund Base 99,371,700 99,371,700 
Compounded Annual Growth R 2.0% 3.9% 
Rate 


*Information from DPHHS fiscal year end 2000 budget status report and budget status 
report based on October 2000 paid claims. 

**Non-hospital primary care expenditures include $9.3 million in state special mill levy 

revenue from state assumed counties. 

***The 2001 biennium supplemental request is included in the estimated costs. 
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The fiscal 2000 growth rate is within the range established in HB 2 even when the mental health services supplemental | 
appropriation is included. However, the estimated fiscal 2001 general fund expenditures exceed the growth rate | 
established in HB 2. 








LFD DPHHS has not indicated it will reduce Medicaid expenditures or service levels in order to stay within | | 
COMMENT the growth rate established in HB 2. DPHHS has requested a general fund supplemental appropriation | | 
of $8 million to support Medicaid service costs in fiscal 2001. (The total general fund supplemental 


request of $14 million general fund includes cost over-runs in programs other than Medicaid funded services.) 






LED If the legislature wishes to continue language in HB 2 regarding Medicaid growth rates, it may also want | | 
to consider whether to measure growth rates based on all state matching funds or continue language | | 

COMMENT 
relative only to general fund used for state match. The state special revenue sources used to fund the 
Medicaid match rate in the Executive Budget are: tobacco settlement proceeds from the Constitutional trust fund; the 9- 
mill property tax proceeds from state assumed counties; other county funds transferred to generate rate increases for 
county funded nursing homes, hospitals, and community mental health centers; and alcohol taxes to fund the expansion of | | 
Medicaid to cover chemical dependency services. 










The rationale for considering all state matching funds is that DPHHS initiated rate increases and expansions in Medicaid 
services funded from state special revenue sources during the 2001 biennium. These expansions were not discussed or 
anticipated during the 1999 session. DPHHS expanded the cost of entitlement services, potentially creating a situation 
where legislators must either fund increases they have not approved or cause reductions in services. 







If expansions exceed the amount of funds that can be matched by state special revenue sources, the cost of maintaining 
services could impact general fund requirements. Impacts on the general fund become a concern because even though 
statute (Section 56-1-101(11), MCA) allows DPPHS to reduce eligibility for Medicaid services and the amount, scope and 
duration of such services, the statute has rarely, if ever, been instituted to offset Medicaid cost over runs. Also, at least 
one source of state special revenue, tobacco settlement trust interest, is a direct offset for general fund and could be used 
for a variety of new proposals included in the Executive Budget or to fund legislative initiatives. 









Constitutional Trust Fund - Tobacco Settlement Proceeds 

Montana voters approved a change to the state constitution in November 2000, approving Article XII Section 4, which 
requires the legislature to create a trust fund for tobacco settlement proceeds received after January 1, 2001. At least two- 
fifths of the settlement proceeds and one-tenth of the interest and income from the trust must be deposited to the trust 
fund. The principal and one-tenth of the interest and income deposited in the trust must remain inviolate unless 
appropriated by a two-thirds majority vote of the members of each house of the legislature. 


Appropriations from the trust must be used for tobacco prevention programs and state programs that provide health care 


benefits, services, or coverage for Montanans. Appropriations from the trust must not be used to replace state or federal 
money used to fund tobacco disease prevention programs and state programs that existed on December 31, 1999. 
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The Executive Budget includes $2.7 
million of interest income from the 
tobacco settlement trust fund. The interest 
_| income is used to fund rate increases for certain Medicaid 
| |services. Table A-04 compares the estimated income 
available from the trust fund to the amount requested in the 
Executive Budget by fiscal year. 


a 
COMMENT 


| | Interest earnings on the trust fund are estimated to be $4.2 


million over the biennium. If the legislature accepts the 
executive request, it would still have $1.5 million over the 
biennium to use for legislative initiatives or offset the 
general fund cost of new health related programs in the 
Executive Budget. 





Provider Rate Increases 





SUMMARY 


Table A-04 
Tobacco Trust Fund Interest 
2003 Biennium 


Income/ Executive 


Expenditures Income Budget Net Available 
Fiscal 2001 $ 503,000 $ - $ 503,000 


Fiscal 2002 1,379,000 600,000 779,000 
Fiscal 2003 2,314,000 2,100,000 214,000 
Total Available Over Biennium $ 1,496,000 


Table A-O5 summarizes 2003 biennium provider rate increases included in the Executive Budget. Provider rate increases 
total $41.2 million total funds and $12.8 million general fund over the biennium. Rate increases range from a single 
annual increase of 35 percent for Medicaid ambulance services to 1.5 percent annually for some Medicaid aging services. 
The most significant general fund cost is the proposed increases for developmental disability services at $3.3 million over 
the biennium. In fiscal 2003, provider rate increases comprise 3 percent of the total general fund increase requested by 


the DPHHS. 
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Table A-05 


2003 Biennium Provider Rate Increases Requested in Executive Budget : ' 


Fiscal 2002 Fiscal 2003 Biennium Total 
Division and Provider General Total Percent General Total Percent General Total Percent 
Rate Increase Fund Funds Increase Fund : Funds Increase Fund Funds of Total 


Child and Family Services Division 
Family Foster Care $ 221,045 $ 340,069 3.00% $ | 227,720 350,339 $ 448,765 $ 690,408 1.7% 


Subsidized Adoption 387,088 750,170 812,885 1,575,357 1,199,973 D239 de 5.6% 
Foster Care Facilities 120,026 184,656 127,361 195,940 247,387 380,596 0.9% 


Subtotal CFSD $ 128159 1,274,895 1,167,966 2,121,636 $1,896,125 3,396,531 8.2% 


Health Policy and Services Division 

Medicaid Providers 
Ambulance Services 97,090 358,000 99,826 370,000 196,916 728,000 
Dental Services 290,435 1,070,926 382,994 1,036,552 673,429 2,107,478 
Non-Hospital 271,611 1,001,517 545,823 2,023,064 817,434 3,024,581 
Hospital 121,541 1,177,539 51,155 2,398,464 172,696 3,576,003 


Subtotal HPSD 780,677 3,607,982 1,079,798 5,828,080 1,860,475 9,436,062 


Disability Services Divison 
Provider Wage Parity (DD) 835,836 1,641,057 2,500,534 4,923,170 3,336,370 6,564,227 


Provider Rate Increase (VR) 61,085 169,409 123,820 343,392 184,905 512,801 
Tuition Increase (VR) 27,768 177,436 252,270 401,938 280,038 579,374 


Subtotal DSD $ 924,689 1,987,902 2,876,624 5,668,500 3,801 sols 7,656,402 


Senior and Long-Term Care Division 
Nursing Homes 928,002 4,643,996 1,379,394 6,969,363 2,307,396 11,613,359 


Home Based, Community 82,521 304,282 167,811 621,984 250332 926,266 
Waiver, Aging Services 
Personal Care Assistants 211,931 781,455 448,676 1,214,319 660,607 1,995,774 


Subtotal SLTC $ 1,222,454 Dios 1,995,881 8,805,666 3,218,335 $ 14,535,399 


Addictive and Mental Disorders Division 

Medicaid Mental Health 183,843 938,734 459,109 2,844,363 642,952 3,783,097 
Psychiatrists 88,285 231,831 102,309 269,498 190,594 501,329 
Mental Health Services Plan 193,414 193,414 586,043 $86,043 779,457 779,457 
Frontier County Services 193,829 $57,419 199,644 574,142 393,473 1,131,561 
Screening/Treatment 2,681 3,331 8,121 9,434 10,802 12,765 


Subtotal AMDD $ 662,052 $ 1,924,729 Dil 50,220mep 4,283,480 $2,017,278 $ 6,208,209 
Department Total $ 4,318,031 $ 14,525,241 $ 8,475,495 $ 26,707,362 $ 12,793,526 $ 41,232,603 


Total Budget Request $ 261,010,339 $998,902,973 $ 270,913,576 $ 1,018,733,656 
Rate Increases as % of Total 1.7% 1.5% 3.1% 2.6% 


Family Foster Care and Foster Care Facilities: The Executive Budget narrative indicates 50 cents per day per year is 
requested for family foster care rate increases and 3 percent per year is requested for foster care facility rate increases. 
However, the funding included in 2003 biennium budget is only sufficient to provide the described rate increase in the 
first year of the 2003 biennium and maintain funding of that increase in the second year of the 2003 biennium. The 
funding requested in the 2003 biennium budget is not adequate to provide 50 cents per day for family foster care and 3 
percent per year for foster care facilities in both years of the 2003 biennium. For additional information on foster care rate 
increases please refer to the Child and Family Services Division program narrative. 


Subsidized Adoption Rate Increase: The Executive Budget narrative indicates 50 cents per day per year rate increase is 
requested for families receiving adoption subsidies. However, when the funding requested in this decision package is 
divided by the projected number of subsidized adoptions for the year and 365 days per year, the estimated increase per 
day of care is $1.49 in fiscal 2002 and $2.72 in fiscal 2003, considerably more than the 50 cents per day described in the 
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— package narrative. The adoption subsidy payment is negotiated at the time the adoption is finalized. Subsidies 
}/for adoptions that are finalized may be up to $10 per month less than the cost of family foster care. Thus, as family foster 
om rates rise the costs of the adoption subsidies negotiated during that year also rise. However, subsidies that are 
) negotiated for adoptions finalized in preceding years do not automatically receive a rate increase. (Subsidies for adoptions 


i | 
ial | 


| finalized in preceding years may be renegotiated if the family requests a review of the financial subsidy.) For additional 
|)information on subsidized adoption rate increases please refer to the Child and Family Services Division program 
| narrative. 


)/ Health Policy and Services Division: Provider rate increases vary by provider type for Medicaid services administered by 
)/the Health Policy Services Division. Ambulance rates are proposed to increase 35 percent the first year of the biennium 
sand dental service rates are proposed to increase 20 percent. The proposed rate increase for non-hospital services is 2.5 
) percent annually and hospital rate increases are 1.85 percent annually. 

|| Developmental Disabilities: The Executive Budget includes a 5 percent increase in fiscal 2002 and an additional 10 
/ percent increase in fiscal 2003 to raise wages and benefits for direct service staff working in private nonprofit 
corporations. 

| 
\ Vocational Rehabilitation: The Executive Budget includes a 2.7 percent per year provider rate increase for vocational 
/ rehabilitation service providers. 


i 


‘Tuition Increases: The budget request for vocational rehabilitation services includes a request for a 4 percent per year 
increase in tuition costs. The request for the 2003 biennium tuition increase is included as a present law adjustment rather 
| than as a new proposal. The Executive Budget recommends a 3 percent increase in tuition for the university system. 


Senior and Long-Term Care Division: The most significant rate increase is the proposal to raise nursing home rates 4.5 
| percent annually. The rate increase is tied to a change in nursing home reimbursement methodology to move to a price 
based reimbursement from the current cost based methodology. Other services, with the exception of personal care 
assistant services, are proposed to receive 1.5 percent annual rate increases. The executive proposes to raise wages of 
personal care assistants by 25 cents per hour in fiscal 2002 and 50 cents per hour in fiscal 2003. 


_ Addictive and Mental Disorders Division: Three rate increases for Medicaid, MHSP, and indigent youth alcohol 

| treatment include a 1.5 percent increase in fiscal 2002 and a 3.0 percent increase in fiscal 2003. A one time increase of 25 
_and 20 percent is requested for psychiatric services and services provided in frontier counties (counties with a population 

_ density of fewer than 6 persons per square mile). The frontier rate increase was instituted by the department in fiscal 
_ 2000. 


Intergovernmental Transfer Programs 
DPHHS is raising Medicaid rates for county funded providers in fiscal 2001 through the use of intergovernmental 

_ transfers. An intergovernmental transfer program allows local government revenues to be used as matching funds to draw 

_ down federal Medicaid matching funds. DPHHS has implemented one program to raise rates for county funded nursing 
homes during fiscal 2001 and is in the process of implementing two others to raise rates for county funded hospitals and 

county supported community mental health centers. The nursing home intergovernmental transfer program is included in 
the Executive Budget for legislative review. 

_ The DPHHS intergovernmental transfer programs would allow counties that fund public facilities providing Medicaid 
funded services to transfer county funds to the department. DPHHS would then use those county funds as match to draw 
down additional federal matching funds and increase Medicaid rates paid to the facility. Such actions would allow 
counties to leverage existing expenditures and create more revenue. 


The federal Health Care Financing Authority recently proposed amendments to rules governing intergovernmental 
transfer programs because of prior abuses. The proposed rules limit the amount of reimbursement to no more than would 
be allowable under Medicare payment principles for all providers except hospitals, where the allowable upper payment 
limit would be 150 percent of Medicare payment principles. States must determine the upper payment limit (amount 
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allowed under Medicare cost principles) and ensure that total payments made to a class of facilities do not exceed the} 
ceiling. 


The Senior and Long-Term Care Division has implemented a limited proposal in fiscal 2001 to raise county funded} 
nursing home Medicaid rates to the median rate paid all nursing homes. The department is requesting a language to 
expand the program, and allow rates paid to county funded nursing homes to rise to the allowable federal upper payment} 
limit. The Senior and Long-Term Care Division proposal also requires participating counties to fund the general 4.5) 
percent rate increased proposed for the 2003 biennium to receive rate increases above the 4.5 percent level. 


The Health Policy and Services Division has requested federal approval of its proposal to allow county funded hospitals to} 
receive higher Medicaid reimbursement rates up to 90 percent of the allowable upper limit. The Addictive and Mental © 
Disorders Division has drafted a contract to allow county supported community mental health centers to receive increases | 
for frontier services and the revenues partially funds frontier rate increase in the Executive Budget. | 


Language Recommendations 

The following language is recommended for HB2: 
"The department may add FTE instead of contracting for services if it certifies to the office of budget and program | 
planning that FTE are more cost effective than contracting. FTE added through this language will be modified and | 
may not be included in the 2003 biennium base budget." 


Agency Issues 


OLMSTEAD and Issues Related to the Americans with Disabilities Act (ADA) Legal Actions 

The purpose of the Americans with Disabilities Act of 1990 was to provide clear and comprehensive prohibition of 
discrimination on the basis of disabilities. Since the ADA. was enacted, legal actions citing the prohibition of — 
discrimination based upon disability as a basis for the legal argument have occurred. The decisions rendered or to be 
rendered by various courts, provide states interpretation of the breath of the requirements included in the ADA and actions | 
to be undertaken to assure that compliance with ADA requirements is achieved. The following paragraphs summarize the 
potentially significant and far reaching interpretations of the ADA by the courts that will probably impact how and what 
services are provided by the state to individuals with disabilities. 


In June 1999 the U.S. Supreme Court issued its decision in the case of Olmstead v. L.C. The Olmstead case was brought 
by two Georgia women whose disabilities included mental retardation and mental illness, and who lived in state run 
institutions at the time the suit was filed despite treatment professionals’ determination that they could be appropriately 
served in a community setting. The plaintiffs asserted that continued institutionalization was a violation of their right 
under the ADA to live in the most integrated setting appropriate. The U.S. Supreme Court responded to the fundamental 
question of whether it is discrimination to deny people with disabilities services in the most integrated setting appropriate. 
Based upon the Olmstead decision states are required to provide community based services for persons with disabilities 
who would otherwise be entitled to institutional services when: 1) state treatment professionals determine that such 
placement is appropriate; 2) the affected persons do not oppose such treatments; and 3) the placement can be reasonably 
accommodated taking into account the resources available to the state and the needs of others who are receiving state 
supported disability services. The court cautions that nothing in the ADA condones termination of institutional settings 
for persons unable to handle or benefit from community settings. 


Under the ADA, states are obliged to make reasonable modifications in policies, practices, or procedures when the 
modifications are necessary to avoid discrimination on the basis of disability unless the public entity can demonstrate that 
making the modifications would fundamentally alter the nature of the service program or activity (28 CFR 35.130(b)(7)). 
The Supreme Court indicated that the test as to whether a modification entails fundamental alteration of a program takes 
into account three factors: 1) the cost of providing services to the individual in the most integrated setting appropriate; 2) 
the resources available to the state, and 3) how the provision of services affects the ability of the state to meet the needs of 
others with disabilities. 
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|| The court suggests that a state could establish compliance with the ADA if it demonstrates that it has: 1) a comprehensive, 
|| effectively working plan for placing qualified persons with disabilities in less restrictive settings; and 2) a waiting list that 
moves at a reasonable pace not controlled by state endeavors to keep its institutions fully populated. 

| Other Court Cases Related to Olmstead 

A federal district court in Pennsylvania rejected the argument that the U.S. Supreme Court decision in Olmstead confers 
| on institutionalized individuals the right to remain in a large, state operated facility. In Richard C. v. Houstons the federal 
| district court confirmed that nothing in the Olmstead ruling precludes a state from closing or downsizing an institution or 
| placing individual residents into the community. The ADA does not confer on individuals or parents and guardians the 
tight to veto such actions. 





/An ADA related case commonly called the Garrett case is pending before the U.S. Supreme Court. The case of 
‘University of Alabama v. Garrett is an employment discrimination case involving an employee at the University of 
| Alabama medical center who sued claiming damages for discrimination under the ADA, which prohibits discrimination 
on the basis of disability in employment. Attorneys for Alabama argued: 1) that Congress did not have the constitutional 
: authority under the Fourteenth Amendment to the U.S. Constitution to enact ADA and 2) challenged Congress's power to 
enact legislation regulating state conduct. If the U.S. Supreme Court rules that Congress did not have the constitutional 
authority to enact ADA legislation, the constitutionality of the ADA would be in question and states would probably not 
have to comply with the ADA. The U.S. Supreme Court is expected to issue a decision in early 2001. 


' Potential Significance of ADA Related Legal Interpretations 

| The cases mentioned above represent significant legal actions impacting the ADA and state compliance with the act. The 
/ Olmstead and Garrett cases have far-reaching and conflicting implications for states. The Olmstead case leaves many 
| questions yet to be answered. Among the unanswered questions is just how far reaching the Olmstead decision might be. 
| Most experts believe that Olmstead has far reaching implications for Medicaid and disability service programs including 
| nursing homes, mental health, and developmental disability service programs. States may not know the full implications 
| and requirements of the Olmstead decision for some time because it will take multiple court cases to define the parameters 
| that states must work within. Conversely, the decision rendered in the Garrett case could mean states do not have to 
| comply with the ADA or court interpretations such as the Olmstead decision. 





and has begun a self-evaluation and planning process that seeks to fulfill the requirements outlined by the court 
as a means to demonstrate compliance with Olmstead. Currently, the Disability Services Division, Senior and 
| Long-Term Care Division and the Addictive and Mental Disorders Division have each begun a planning and/or review 
| process involving an advisory panel. It is important that the activities of the divisions be incorporated into a single 
| statewide plan that provides for the consistent treatment of persons with disabilities. 





The department states that it is proceeding with actions to comply with requirements of the Olmstead decision 
ISSUE 


In considering the Executive Budget request, the appropriations subcommittee may wish to review DPHHS plans to 
comply with the Olmstead decision. The subcommittee may wish to request that DPHHS identify specific budget 
/ requests that impact its compliance with Olmstead and how the budget proposals support the Olmstead plan. 


Additionally, the legislature may wish to: 
1) Continue oversight of Olmstead related activities during the 2003 biennium; and 
2) Include language in HB 2 directing the department to report to an interim legislative committee on a quarterly 
basis the activities and actions taken to comply with the Olmstead decision. 
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Temporary Assistance for Needy Families 
The Temporary Assistance for Needy Families (TANF) grant was created in 1996 by federal welfare reform legislation.’ 
TANF funds are used to support the costs of benefits, services, and related administrative costs of programs serving low-| 
income children and families. TANF funds support some costs incurred by the following divisions within the department: | 
e Human and Community Services Division; 
Child and Family Services Division; 
Director's Office; 
Child Support Enforcement Division; 
Operations and Technology Division; and 
Disability Services Division. 





Final TANF regulations became effective October 1, 1999. The final regulations provide states a great deal of flexibility 
in how federal grant funds and state maintenance of effort (MOE) funds may be spent. TANF funds may be spent in any 
way that fulfills one of the purposes included in the federal regulation. The four purposes of the TANF program as 
contained in federal legislation are: 

1) To provide assistance to needy families; 

2) To end dependence of needy parents by promoting job preparation, work, and marriage; 

3) To prevent and reduce out-of-wedlock pregnancies; and 

4) Toencourage the formation and maintenance of two-parent families. 


| 

| 
Services provided in an effort to fulfill the first or second purpose of TANF require that the family meet the state 
definition of a needy family in order to be eligible for TANF funded services. Services provided in an effort to fulfill the | 
third or fourth purpose of TANF may be provided to both needy and non-needy families as long as objective criteria are | 
used to determine eligibility to receive the service. The regulations governing the expenditure of TANF and MOE funds | 
are lengthy and complex making it impractical to discuss the multitude of options in this document. It is important to | 
remember that federal guidance on the expenditure of TANF and MOE funds stresses the extraordinary flexibility in the | 
use of these funds, and that states should start with the assumption that funds may be used in innovative ways to achieve | 
the goals contained in the TANF legislation. Please refer to the TANF discussion included in the Human and Community — 
Services Division for additional information on TANF and related budgetary issues. Additional information on the 
innovative use of TANF funds is contained in legislative staff reports prepared during the interim. 


Federal CHIP Funding 

CHIP is funded by a federal block grant, which requires a state match based on a percentage of the state Medicaid match 
rate. The state CHIP match is about 19 percent during the 2003 biennium. The state has three years in which to spend 
each grant allotment and unexpended amounts revert to the federal government. 


Table A-06 shows the amount of federal CHIP grant funds included in the Executive Budget, the actual grant amount and 


expenditures through federal fiscal year 2000, estimated grant and expenditures from fiscal federal fiscal 2001 through 
2007, and the total estimated grant funds available each year. 
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Table A-06 
Allocation of CHIP Federal Grant Based on Executive Budget Request 


Department of Public Health and Human Servcies 


Federal Proposed Mental 


Fiscal Total Reallocation CHIP Health Total Net Annual Amount Carry Over 





1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 


$ 11,740,395 $ 


11,684,948 
LBS 17S, ae 
13 1733122 
3,173,122 
CSL 73,122 
13,173,122 
TS Ss ZZ 
LSS bee, 
13,173,122 


3,563,337 
972,536 


$ 


59,936 
428,796 
1,673,646 
1,414,566 
15375312 
13 Le Si 
A Ses 2 
Looe 
eS lou 


$ = 
538,004 
4,558,617 
10,231,434 
9,491,728 
12,941,508 
12,941,508 
12,941,508 
12,941,508 
12,941,508 


$ = 


3,200,000 
3,450,000 
4,200,000 
4,200,000 
4,200,000 
4,200,000 
4,200,000 


$ 
597,940 
4,987,413 
15,105,080 
14,356,294 
18,458,820 
18,458,820 
18,458,820 
18,458,820 
18,458,820 


11,087,008 
8,185,709 
1,631,379 

(210,636) 

(5,285,698) 

(5,285,698) 

(5,285,698) 

(5,285,698) 

(5,285,698) 


5,469,735 
1,620,893 


. Year Grant of Reversion* | Admin. Insurance Services Costs Activitiy Reverted | Cumulative 


$11,740,395 $ - $§$ 11,740,395 


22,827,403 
25,543,377 
25,553,864 
25,343,228 
20,057,530 
14,771,832 
9,486,134 
4,200,436 
(1,085,262) 


*DPHHS anticipates that 60 percent of the reverted amount will be reallocated. 










| There are several important assumptions included in Table A-06. The major assumption is the grant award amount and 
\ the level of grant after Congressional action to authorize continuation of the appropriation for CHIP for federal fiscal year 
| 2003 and beyond. Another important assumption is that Montana will receive a reallocation of 60 percent of the amounts 
\; reverted from the federal fiscal year 2000 and 2001 grants. And finally, there is an assumption that the legislature will 
\\appropriate sufficient state funds to fully match projected federal grant expenditures. The CHIP state match is about 19 
| percent annually during the 2003 biennium. 


|| Based on these assumptions and estimated expenditures, the cumulative total federal grant amount available to spend 
‘reaches a high of $25.5 million in federal fiscal years 2000 through 2002. After that point, the cumulative total declines 
as annual expenditures exceed the grant amount. Finally, the grant is fully expended during federal fiscal 2007. 


|) Major CHIP Expenditures - 2003 Biennium | 
The majority of the increase in CHIP for the 2003 biennium ($20 million) results from annualization of enrollment in the 


| base program, which increased gradually throughout the 2001 biennium. During the 1999 session, CHIP funding was 
) established based on an anticipated enrollment of 10,283 children. However, due to premium increases, enrollment will 
| be capped at 9,275 children. In November 2000, the CHIP program had a total enrollment of 8,858 children. 


The Executive Budget includes a proposal to expand CHIP financial eligibility to 175 percent of the federal poverty level. 
| That expansion also affects the funding level for expanded mental health services provided to children who are CHIP 
| eligible and seriously emotionally disturbed. 


| Reversion of CHIP Funds 

Due to implementation of a small pilot program during the 1999 biennium and incremental implementation to a larger 
| program during the2001 biennium, DPHHS did not fully expend the first two federal CHIP grants. DPHHS expects to 
revert $5.5 million of the first federal CHIP grant and expects to revert $1.6 million of the second grant. Almost half of 
| the states are reverting funds from the first federal CHIP grant. 


‘Legislation before Congress reallocates the reverted funds: first to states that spent more on the CHIP expansions than 
‘was matched by federal CHIP funds; and second to states that reverted funds. Draft legislation under consideration would 
| provide Montana an allotment from the reversion, which is expected to be about $4.5 million from both reversions (or 60 
/percent). 
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Executive Budget Structure 
The Executive Budget is structured so that the federal CHIP grant funding would be adequate to support a program based | 


on financial eligibility at 175 percent of the federal poverty level through most of federal fiscal year 2007, three years || 
after the current authorization of federal CHIP grants expires. The amounts shown in the table do not include premium | 
increases for the regular CHIP insurance plan and the table caps the amount budgeted and expended for expanded mental 
health services. | 


CHIP Expansion | 
The Executive Budget includes a proposal to expand CHIP financial eligibility from 150 to 175 percent of the federal | 


poverty level in fiscal 2003. This expansion affects two division budgets: Health Policy and Services Division, which 
administers the CHIP health insurance premium program; and Addictive and Mental Disorders Division, which | 
administers the CHIP mental health services component. 


During the 2001 biennium, DPHHS expanded the CHIP program to include mental health services provided through the | 
state funded Mental Health Services Plan (MHSP) for children who were eligible for CHIP and also determined to be 
seriously emotionally disturbed. The expansion was influenced by substantial general fund cost over-runs in mental | 
health services and the amount of CHIP federal grant funds that were going to be reverted. 


| 
During fiscal 2000, MHSP services provided to CHIP eligible children were not routinely billed to the CHIP insurance | 
_ plan and fewer than one-third of children eligible and funded in MHSP in July 2000 were also enrolled in CHIP. Since | 
financial eligibility for both programs is similar, most children enrolled in MHSP should also have been eligible for CHIP. — 
DPHHS adopted administrative rule changes in late August requiring children to apply for CHIP in order to be eligible for 


MHSP. 


CHIP costs are funded 19 percent from general fund and MHSP is funded almost entirely from general fund. CHIP 
funding for mental health services accessed through MHSP lowers general fund costs in two ways: 1) offsetting 100 — 
percent of general fund costs through the regular CHIP insurance plan coverage for mental health services up to plan — 
limits;.and 2) offsetting 80 percent of general fund expenditures for expanded mental health services costs for CHIP 
eligible children who exceed the insurance plan caps or who access MHSP services that are not covered by the CHIP 
insurance plan. 





DPHHS is determining the amount of MHSP costs that should have been billed to the CHIP insurance plan and 
determining whether other MHSP costs could be matched by CHIP funds in fiscal 2000. Legislative staff requested that 
this information be presented during appropriation subcommittee hearings since the amount of federal CHIP offset could 
impact the supplemental appropriation request for mental health services and ongoing general fund support of the MHSP 
program. 


Allocation of Federal CHIP Grant - Policy Choices 


There are two mutually exclusive public policy choices to be Table A-07 

considered in allocating federal CHIP funds for expanded CHIP Federal Funding Policy Options 

mental health services: 1) the desired level of federal CHIP Fiscal 2003 Cost per Child 

funding for continuation of the regular insurance plan; and 2) Fiscal 2003 Children 
the amount of general fund that can be offset in the MHSP Program Average Cost__ Per $1 Million 
program. The higher the amount of federal CHIP funds 

allocated to offset general fund costs in MHSP, the less | CHIP 2,610 383 
available to fund the regular insurance plan. Table A-07 | MHSP 7,704 130 


shows the trade off. Based on DPHHS fiscal 2003 cost | Ratio of CHIP to MHSP 3 3 
estimates, the cost to provide 1 child expanded mental health 
services would fund regular CHIP health insurance plan coverage for 2.7 children. 
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| The estimates in Table A-07 are based on the executive estimates of the average cost of services for a child in MHSP and 
| the annual premium for CHIP in fiscal 2003. The table does not specifically make assumptions about the future inflation 
| in health care costs or mental health services costs. Obviously, if costs for these services inflate at significantly different 
| rates, the funding relationship between the two will change. 


It is unknown at this time if the CHIP program will be reauthorized. If the federal government bases 
reauthorization of CHIP on the block grant amounts spent, the legislature may wish to consider whether to: 1) 
cap the amount of federal matching CHIP funds that can be expended in MHSP; or 2) maximize federal CHIP 


LFD 
ISSUE 


| funding for mental health services. Legislative staff requested that DPHHS provide an updated estimate of the cost of 
|| providing mental health services to a child and the number of children's slots anticipated to be funded during the 2003 
| biennium. This information should help illustrate the policy choice. 








| Rent Increases for Non-State Owned Buildings 
_ Several divisions within the DPHHS maintain field offices or staff who are located in rented buildings in Helena. As 
_ Table A-08 indicates, requested rent increases for non-state owned office space range from an annual increase of 1.2 


Table A-08 
Summary of Requested Rent Increases 


Non-State Owned Buildings 
Fiscal 2000 Executive Budget Request _— Biennial Increase Annual Rate 


Division Base Fiscal 2002 Fiscal 2003 Change Over Base _ of Increase 
Human and Community Services $ 532,729 $ 993,964 $ 1,006,730 $ 935,236 87.8% 23.6% 


Child and Family Services Sols G 751,316 751,316 400,000 36.3% 10.9% 
Child Support Enforcement 340,955 349,793 353,887 21,770 3.2% 1.2% 


Operations and Technology 60,512 60,512 60,512 - 0% 0.0% 
Disability Services Division 450,797 605,598 589,279 293,283 32.5% 9.3% 
Senior and Long-Term Care 9252 143,199 159,622 117,779 63.6% 19.9% 
Addictive and Mental Disorders 314,857 324,583 334,602 29,471 4.7% 2.0% 





Rationale used to justify these increased rent costs are summarized as follows. 

e The Human and Community Services Division stated that rent has increased for the counties as other agencies and 
divisions co-locate with public assistance offices to provide a continuum of services to meet the goals of the public 
assistance programs. 

e The Child and Family Services Division stated that the program experienced a deficit in funding for operational 
cost in fiscal 2000 that was partially created by inadequate funding of rental increases for the 2001 biennium. 

e The Child Support Enforcement Division requests funding for renegotiation of office leases. 

e The Disability Services Division requests increases in rental costs to: 1) annualize the increased costs due a change 
in location for the Great Falls office including a 2 percent per year inflationary increase as included in the lease; 2) 
fund a $5.58 per square foot increase in rental costs and moving costs associated with relocation of the Billings 
offices; 3) fund a $2.68 per square foot increase in rental costs that is anticipated when the current Kalispell office 
lease expires and offices are relocated; and 4) annualize the costs of increased office space acquired by the 
Disability Determination Office July 1, 2000. 

e Senior and Long-Term Care Division requested rent increases for Medicaid program officers and adult protective 
services workers of 64 percent. 

e The Addictive and Mental Disorders Division is requesting increases in the cost of renting the facility that houses 
the Montana Chemical Dependency Center. 
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A common rationale for increased rent costs is inflationary increases in current lease agreements. While inflationary | 
factors may be included in leases, most leases and contracts negotiated on behalf of the state contain a clause that | 
indicates future increases depend on availability of funding. The fixed cost increase per square foot of office space for | 
capitol complex office rent that the Executive Budget includes are summarized in Table A-08. Capitol complex office | 
space rent increases 9.9 percent and 2.0 percent in fiscal 2002 and 2003, respectively. 


Helena are housed at the same location, the legislature may wish to apply an agency wide inflation factor to |) 
rental costs for non-state owned buildings. The legislature could use the same rate of inflation as applied to |! 
capitol complex office space. 


LFD Because several divisions maintain office locations across the state, and in some cases division offices outside |} 
ISSUE 





Federal Poverty Level Index 
Table A-09 shows the 2000 federal poverty level index by family size for various levels of poverty. The index is | 
published each calendar year and updated in February or March. The index has increased 1 to 3 percent annually over the 
last several years. 


Table A-09 
2000 Federal Poverty Index 
Levels of Poverty by Family Size 






Throughout the DPHHS budget analysis there are 
references to program financial eligibility based on an 
established level of poverty. The levels of poverty shown 
in Table A-09 reflect most of the financial eligibility 
levels for DPHHS programs. CHIP financial eligibility is 
currently 150 percent of poverty but proposed to increase 









100% 133% 150% 175% 















to 175 percent in fiscal 2003. Financial eligibility for : $8,350 $11,106 $12,525 $14,613 $16,700) 
pe: ; i 2 11,250 14,963 16,875 19,688 22,500 
some Medicaid programs for low-income children and 
; ’ 3 14,150 18,820 Zlweo 24,763 28,300 
pregnant women is established at 133 percent and 100 4 17,050 22,677 25,575 29,838 «34,100 
percent of the federal poverty level. MHSP financial 5 19,950 26,534 29,925 34,913 39,900 | 
eligibility is established at 150 percent of the poverty 6 22,850 30,391 34,275 39,988 45,700 || 
level. Chemical dependency services are provided to t 25,750 34,248 = 38,625 45,063, 51,500 





individuals with incomes below 200 percent of the federal 
poverty level. 






Each Additional 
Person $2,900 $3,857 $4,350 $5,075 $5,800 






*The poverty level is updated annually and historically has increased 
from 2 to 5 percent. 






Long Range Building Proposal 
The executive has included construction of a new office 
building for DPHHS in the long-range building program. 
The building is estimated to cost $40.7 million and would be financed by general obligation bonds. The debt service — 
would be paid through rental payments by the agencies occupying the building. The Executive Budget estimates the debt 
service will initially be retired using the following funding distribution: 

e 45 percent DPHHS federal special revenue; 
15 percent DPHHS state special revenue; 
26 percent DPHHS general fund; and 
14 percent Department of Transportation state special revenue. 












The building is estimated to be about 264,000 square feet including a health lab and would be located near the Department 
of Transportation. DPHHS would occupy approximately 86 percent of the building and remaining 14 percent or about 
37,000 square foot would be occupied by the Department of Transportation. The building would consolidate DPHHS 
staff in Helena into one building. 
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The appropriations subcommittee may wish to review the proposed new office building. The subcommittee 
ISSUE 


‘may wish to know proposed costs for: 1) utilities and rent after the building is constructed; 2) relocation costs; 
and 3) costs for new furnishings. 





| 
| Interim Study of Public Mental Services 

| The 1999 legislature passed House Joint Resolution 35 (HJR 35) directing an interim study of public mental health 
| services. The study was undertaken by a subcommittee of the Legislative Finance Committee (LFC) with membership 
| drawn from the LFC, the Interim Committee on Children, Families, Health and Human Services, and the Legislative 


| Audit Committee. 














| The LFC centered its study on development of appropriate community services. It received testimony on how individuals 
i access mental health services, the strengths and weaknesses of the fee-for-service system, and ways the mental health 
\ services could be improved. The recommendations forwarded by LFC to the 57” Legislature arose from testimony it 
| received and research it undertook in pursuit of enhancing community mental health services. 
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New Proposals 
The table below summarizes all new proposals requested by the executive. Descriptions and LFD discussion of each new 


proposal are included in the individual program narratives. 







New Proposals 


State Federal 
Special Special 



















Federal 
Special 


State 
Special 





Program 








DP 10 - Funding of 2 FTE 
05 2.00 0 21,327) 53,047 80,374 2.00 0 27,423 53,234 80,657 
DP 58 - Early Childhood Services Caseload Adjustment 
02 3.00 0 0 3,186,690 3,186,690 3.00 0 0 6,195,632 6,195,632 








































DP 87 - Compliance Investigator FTE increa 

07 0.85 18,148 0 21,031 395179 0.85 16,576 0 De 1SS 39,309 
DP 90 - Claims Adjudication Specialists 

07 2.00 _ (11,413) 0 (96,158) (107,571) 2.00 (37,784) 0 (173,583) (211,367) 
DP 91 - Leased Motor Pool Cars 

08 0.00 (375) 0 (825) (1,200) 0.00 (375) 0 me (825) (1,200) 
DP 92 - Commodity Supplemental Food Program 

02 1.00 0 0 335,000 335,000 1.00 0 0 335,000 335,000 
DP 93 - REACH Grant 

02 0.00 0 0 500,000 500,000 0.00 0 0 250,000 250,000 
DP 94 - Refugee Elderly Grant 

02 0.00 0 0 44,500 44,500 0.00 0 0 44,500 44,500 
DP 95 - Fort Belknap Indian Comm. TANF Prog 

02 0.00 0 0 (958,012) (958,012) 0.00 0 0 (958,012) (958,012) 
DP 96 - AmeriCorps*VISTA Program 

04 0.00 0 70,000 0 70,000 0.00 0 70,000 0 70,000 
DP 97 - MTAP Human Services Specialist FTE 

04 1.00 0 36,439 0 36,439 1.00 0 36,566 0 36,566 
DP 98 - MTAP Moter Pool Vehicles 

04 0.00 0 4,288 0 4,288 0.00 0 5,566 0 5,566 
DP 99 - (SEARCHS) Level of Effort Increase 

05 0.00 0 183,600 356,400 540,000 0.00 0 183,600 356,400 540,000 

DP 100 - Financial Institutions Data Match 

05 0.00 0 51,000 99,000 150,000 0.00 0 51,000 99,000 150,000 
DP 101 - Criminal Non Support Prosecutions 

05 0.00 0 68,000 132,000 200,000 0.00 0 68,000 132,000 200,000 
DP 102 - Highway Traffic Safety Grant 

07 0.00 0 0 83,000 83,000 0.00 0 0 83,000 83,000 
DP 103 - Fetal Alcohol Syndrome 

07 0.00 0 0 600,000 600,000 0.00 0 0 600,000 600,000 
DP 104 - Health Educator - Women's Health Se 

07 1.00 0 0 54,551 54,551 1.00 0 0 50,719 50,719 
DP 107 - MCH Data Analyst Position 

07 1.00 0 0 38,758 38,758 1.00 0 0 36,872 36,872 
DP 108 - Bunker Hill Federal Grant 

07 0.00 0 0 200,000 200,000 0.00 0 0 200,000 200,000 
DP 109 - Upgrade/Replace WIC Eligi & Ben Sys 

07 0.00 0 0 500,000 500,000 0.00 0 0 1,530,000 1,530,000 
DP 110 - Public Health Laboratory 

07 2.00 0 66,926 0 66,926 2.00 0 67,143 0 67,143 
DP 111 - Bioterrorism preparedness 

07 1.00 0 0 454,346 454,346 1.00 0 0 454,346 454,346 
DP 112 - DDP Federal Authority 

10 0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,000,000 1,000,000 
DP 113 - DDS Workload increase 

10 2.00 0 0 79,201 79,201 2.00 0 0 79,481 79,481 
DP 114 - Critical Access Hospital Flex Grant 

08 0.00 0 0 800,000 800,000 0.00 0 0 800,000 800,000 
DP 115 - Guardianship, APS Staff, Prevention& Education 

p2 4.00 0 336,343 45,250 381,593 6.50 0 Bole7 Si, 16,795 368,532 
DP 117 - Refinance Chemical Dependency Progr 

33 1.00 (4,978) 25,725 2,444,192 2,464,939 1.00 (22,469) 25,809 3,307,177 3,310,517 
DP 118 - Foster Care Rate Increase 

03 0.00 221,045 0 119,024 340,069 0.00 227,720 0 122,619 350,339 
DP 119 - DD Provider Wage Parity 

10 0.00 835,836 0 805,221 1,641,057 0.00 2,500,534 0 2,422,636 4,923,170 
DP 120 - Personal Assistance Direct Care Wage Increase 

22 0.00 211,931 0 569,524 781,455 0.00 448,676 0 1,214,319 1,662,995 
DP 121 - Nursing Home Rate Stabilization 





22 0.00 928,002 331,450 3,384,544 0.00 





























4,643,996 1,379,394 1,195,700 6,969,363 9,544,457 
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| New Proposals 


General State 
Fund Special 


DP 122 - Subsidized Adoption Rate Increase 


DP 125 - Dental Provider Rate Increase. 


03 0.00 387,088 
DP 123 - Foster Care Facilities Rate Increase 

03 0.00 120,026 
DP 124 - Ambulance Provider Rate Increase 

07 0.00 97,090 


07 0.00 290,435 


| DP 126 - Provider Rate Increase - RBRVS/PASS 


07 0.00 271,611 


| DP 127 - Hospital Provider Rate Increase 


07 0.00 121,541 197,808 


4 DP 128 - VR Provider Rate Increase 


10 0.00 61,085 


‘} 1 DP 129 - Provider Rate Increases 


22 0.00 168,662 


# DP 130 - Provider Rate Increases 02-03 - Medicaid 


33 0.00 183,843 
DP 131 - Psychiatrist Access Rate Increase 
33 0.00 88,285 


| DP 135 - Title XX Reduction 


03 0.00 977,234 


| DP 136 - Provider Rate Increase - PASARR 


4 DP 137 - Provider Rate Increase - MHSP 


33 0.00 217 


33 0.00 193,414 


4 DP 138 - Provider Rate Increase - Indigent Y 


33 0.00 2,464 


-} DP 139 - Child Protective Services 


03 18.75 
DP 140 - Waiver Expansion 
22 0.50 


1,538,537 


249,566 


4 DP 141 - DDP Waiting List Reduction 


10 0.00 1,035,965 


| DP 142 - intergovernmental Transfers 


22 0.00 0 


] DP 144 - Elimination of Medicaid Asset Test 


07 0.00 416,965 


| DP 145 - CHIP Eligibility Increase 


07 0.00 0 
DP 147 - Federal Spending Authority 
22 0.00 0 


| DP 150 - Public Health Preparedness 


07 0.00 75,000 
DP 156 - Prevention Resource Center 

04 1.50 30,054 
DP 174 - Behavioral Health Facilities Start-Up 

33 0.00 350,000 
DP 192 - DDP Crisis Capacity 

10 0.00 25,000 


DP 193 - Law Enforcement & Criminal Justice 


33 1.00 42,219 0 
DP 200 - Human and Community Services Div Leased Vehicles 

02 0.00 0 0 
DP 200 - Certificate of Need Operations 

07 0.00 23,666 0 


§ DP 201 - FAIM Phase II 


02 0.00 0 0 
DP 203 - DOE Weatherization Training Grant 
02 0.00 0 
DP 204 - LIEAP Energy Contingency Award 
02 0.00 0 
DP 205 - Child Care Federal Matching Funds 
02 0.00 0 
DP 206 - Food Stamp Cash Benefits 
02 0.00 0 
DP 222 - Older Americans Act Aging Grant Increase 
22 0.00 0 


DP 302 - Child Protective Services (CPS) Childcare 


03 0.00 350,000 
DP 501 - Cost Study of Raising a Child in Montana 
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Federal 
Special 


363,082 
64,630 
260,910 
780,491 
729,906 
858,190 
108,324 
221,761 
684,149 
143,546 
(977,234) 
650 

0 

0 

525,693 
632,864 
1,203,630 
l 

S7BISSi 


0 


0 
0 
29,332 
0 


0 


29,324,832 


100,000 
579,565 


1,483,918 


51,652,161 


825,000 


0 


750,170 
184,656 
358,000 
1,070,926 
1,001,517 
1,177,539 
169,409 
390,423 
938,734 
231,831 
0 

867 
193,414 
2,464 
2,064,230 
882,430 
2,239,595 
1 

790,522 
0 
1,000,000 
75,000 
64,011 
350,000 
25,000 
67,551 

0 

23,666 
29,324,832 
100,000 
579,565 
1,483,918 
51,652,161 
825,000 


350,000 


B-21 


General 
Fund 


812,885 
127,361 
99,826 
382,994 
545,823 
SH Lites) 


123,820 


341,386 


459,109 
102,309 
977,234 
656 
586,043 
7,465 
1,874,608 
553,061 
1,034,389 
0 
414,812 
728,418 
0 

75,000 
ZOOS) 

0 

25,000 
42,324 


0 


State Federal 
Special Special 


762,472 

68,579 

270,174 

1,036,552 

1,477,241 

596,000 1,751,491 
0 PADS 2 

0 454,173 
308,300 2,076,954 
0 167,189 
0 (977,234) 
1,969 

0 

0 

583,074 
1,460,682 
1,211,747 

1 

375,709 
3,057,538 
1,000,000 

0 

27,607 

0 

0 

25,395 

0 

0 


0 


0 
2,214,918 
51,652,161 
825,000 


0 


LS79,357 
195,940 
370,000 

1,419,546 

2,023,064 

2,398,646 
343,392 
1955399 

2,844,363 
269,498 

0 

2,625 
586,043 
7,465 

2,457,682 

2,013,743 

2,246,136 

1 

790,521 
3,785,956 
1,000,000 
75,000 
63,845 

0 

25,000 
67,719 

0 

24,613 

0 

100,000 


0 


2,214,918 


51,652,161 
825,000 


350,000 
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New Proposals 


General State Federal 
Program FLE Fund Special Special 


05 0.00 0 8,621 113,793 
DP 700 - Federal Funds for Medicaid Outreach 















Funds 
122,414 








07 0.00 0 0 1,000,000 1,000,000 
DP 702 - Cardiovascular Health Program - CDC Gran 

07 1.50 0 0 260,902 260,902 
DP 703 - Trauma System Implementation 

07 1.00 0 ZIFALO 0 217,110 
DP 987 - Expansion of CHIP Eligibility to 175% FPL 

33 0.00 0 0 0 0 















46.10 





$9,298,163 $1,701,658 $107,217,615 $118,217,436 
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Federal 
Special 


State 
Special 


General 
Fund 


0 
0.00 0 0 1,000,000 1,000,000 
WsSOM 0 0 237,768 237,768 
1.00 0 217,110 0 217,110 


0.00 0 0 1,000,000 1,000,000 











$14,282,538 $3,210,217 $97,324,138 $114,816,893 


SUMMARY 































(| {Program Proposed Budget 





|) [Budget Item 


| JFTE 





| Personal Services 


| JOperating Expenses 


Total Costs 


| 
| 


General Fund 
| JState/Other Special 


| [Federal Special 


Total Funds 


Base 
Budget 


Fiscal 2000 


435.95 


16,488,993 
8,185,024 
111,077 
6,356 
15,085,953 
55,908,900 
0 

44,855 


$95,831,158 
19,601,819 
3,484,798 
72,744,541 


$95,831,158 


PL Base 
Adjustment 
Fiscal 2002 


12.00 


156,965 
(30,447) 
70,500 

0 
1,300,000 
3,857,415 
0 

0 


$5,354,433 
(23,657) 
(86,734) 
5,464,824 


$5,354,433 


New 
Proposals 
Fiscal 2002 


4.00 


137,725 
8,012,602 
0 

0 

56,271 
78,013,106 
28,950 

0 


$86,248,654 
0 

0 
86,248,654 


$86,248,654 


Total 
Exec. Budget 
Fiscal 2002 


451.95 


16,783,683 
16,167,179 
181,577 
6,356 
16,442,224 
137,779,421 
28,950 
44,855 


$187,434,245 
19,578,162 
3,398,064 
164,458,019 


$187,434,245 


PL Base 
Adjustment 
Fiscal 2003 


12.00 


259,164 
(162,836) 
17,500 

0 
1,700,000 
3,757,415 
0 

0 


$5,571,243 
(190,098) 
(66,946) 
5,828,287 


$5,571,243 


New 
Proposals 
Fiscal 2003 


4.00 


138,202 
155,478 

0 

0 

56,271 
59,455,027 
29,221 

0 


$59,834,199 
0 

0 
59,834,199 


$59,834,199 


Total 
Exec. Budget 
Fiscal 2003 


451.95 


16,886,359 
8,177,666 
128,577 
6,356 
16,842,224 
119,121,342 
29,221 
44,855 


$161,236,600 
19,411,721 
3,417,852 
138,407,027 


$161,236,600 


02-HUMAN AND COMMUNITY SERVICES DIVISION 


Total 
Exec. Budget 
Fiscal 02-03 


Program Description 


| The Human and Community Services Division is comprised of three bureaus: 1) Public Assistance; 2) Early Childhood 


Services; and 3) Intergovernmental Human Services. 


The Public Assistance Bureau administers Montana's welfare reform initiative, known as FAIM (Families Achieving 
Independence in Montana). The bureau also provides eligibility services for Medicaid, CHIP (Children's Health Insurance 


| Program), and food stamps. 


The Early Childhood Bureau: 1) manages the funds which pay for child care for FAIM participants and low-income 

working families; 2) contracts with 12 resource and referral agencies to administer child care eligibility, provider 
recruitment, and technical assistance; and 3) administers the Child and Adult Care Food Program which provides 
reimbursement to providers for the cost of meals served to eligible children. 


| The Intergovernmental Human Services Bureau administers: 1) the Community Services Block Grant which is used by 


ten Human Resource Development Councils to provide a wide range of community-based human services; 2) the Low- 


| Income Energy Assistance Program and weatherization program; 3) five other weatherization programs; 4) the 


Emergency Shelter Grants program; and 5) USDA commodities programs. The bureau stores and distributes USDA 
commodity foods to a wide range of recipients. 


Statutory authority for the program is provided in Title 53, Chapter 2, MCA, and 45 CFR. 


Program Narrative 


Definition of Terms 


_ Due to the magnitude and uniqueness of the terms used when discussing public assistance (welfare), the following section 


defines terms used in the program narrative of the Human and Community Services Division (HCSD). 

e Public Assistance - In the past public assistance was more commonly called welfare. 

e PRWORA - The Personal Responsibility and Work Opportunity Reconciliation Act of 1996. This is the landmark 
legislation that enacted welfare reform at the federal level. 

e AFDC - Aid to Families with Dependent Children was the public assistance (welfare) program in effect prior to the 
enactment of PRWORA. 

e TANF - The Temporary Assistance for Needy Families block grant funding for welfare programs enacted by the 
Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA) of 1996. TANF funding and 
programmatic requirements replaced the prior welfare program known as Aid to Families with Dependent Children 
(AFDC). 


~PUBLIC HEALTH & HUMAN SERVICES B-23 HUMAN AND COMMUNITY SERVICES DIVISION 











PUBLIC HEALTH & HUMAN SERVICES 02-HUMAN AND COMMUNITY SERVICES DIVISION | 


MOE - Maintenance of Effort or the historic expenditure level that states must maintain as a condition of receiving 
the TANF block grant. 

Percentage MOE - States must spend at least 80 percent of the historical expenditure level in order to receive the 
TANF block grant. In certain circumstances the state's MOE requirement may be reduced to 75 percent of the 
historic expenditure level. 

Work Participation Requirement - Federal TANF program legislation specifies that states must assure the federal 
government that public assistance recipients participate in a minimum number of hours of work related activities. 
States may define what is included in work activities. TANF regulations specify when this requirement is 
applicable and non-applicable. 

Assistance - Federal TANF regulations define assistance as benefits directed at basic needs such as food, clothing, 
shelter, utilities, household goods, and personal care items. Assistance also includes childcare, transportation, and 
supports for families that are not employed. 

60 month time limit or time clock - Federal TANF program legislation specifies that public assistance recipients 
may not receive assistance more than 60 months during their life-time. 

Non-assistance - Items that are not included in the federal definition of assistance. By federal definition assistance 
excludes: 

= Childcare, transportation, and other supportive services provided to families that are employed; 

= Nonrecurring, short-term benefits designed to deal with a specific crisis situation or episode, not intended to 
meet recurrent or ongoing needs that do not extend beyond four months; 
Work subsidies; 
Refundable earned income tax credits; 

Contributions to and distributions from Individual Development Accounts; 
Education or training including tuition assistance; 

Other services such as counseling, case management, peer support, child care information and referral, 


transitional service, job retention, job advancement, and other employment-related services that do not provide — 


basic income support; and 
7 Transportation payed under a Job Access or Reverse Commute project to an individual ivi is not otherwise 
receiving "assistance." 
Carry-over funds - Funds from prior year federal TANF grants that were not expended by the state. Federal 


regulations limit the use of these funds. Carry-over funds may only be used to pay for services meeting the federal — 


definition of assistance. 











Cash assistance - The cash payment directed toward providing the family's basic needs that recipients of public 


assistance receive each month. 

FAIM - Families Achieving Independence in Montana - The name that was given to Montana's welfare reform project 
and TANF program. 

Family - A living unit consisting of a child and parent or an adult caretaker, or a pregnant woman. 

Needy Family - A family that meets the state definition of need as determined by measuring the family income and 
resources. Federal TANF regulation requires that an income standard be used to determine whether or not a family is 
needy. Although not required under federal TANF law, states may also use a resource standard to determine whether 
or not a family is needy. States are not required to use the same income and resource eligibility standards for all 
TANF funded programs and services. Eligibility standards for cash assistance may be different than eligibility 
standards for work supports, which may also be different than eligibility standards for other TANF funded programs. 
Eligible - A family that has been determined to meet the income and resource standards defined by the state and thus 
is qualified to receive services. 

Eligibility Standards - Those income and resource tests and other requirements a family must fulfill in order to be 
considered qualified to receive publicly funded services. 
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| \ Overview 


‘| The Human and Community Services Division (HCSD) 2003 biennium budget request is $157.0 million higher than the 
| 2001 biennium. Present law adjustments add $10.9 million. Present law adjustments increasing costs are offset against a 
| reduction in the base budget due to an accounting error, creating a net decrease in general fund of over $200,000. New 
|| proposals add $146.1 million, with no increase in general fund. Of that total, $103.3 million is due to an accounting 


'| change for food stamp benefits. 


| The-most significant changes in the Executive Budget request are: 

|e Food Stamp Cash Benefits, $103.3 million for benefits that were previously non-budgeted activity; 
Families Achieving Independence in Montana (FAIM) Phase II, $29.3 million; 

Early Childhood Services Caseload adjustment, $9.4 million; 

TANF benefits funding adjustment, $5.3 million; 

Childcare Matching funds, $3.7 million; 

Child and Adult Food Care Program, $3.3 million; 

Correction of accounting system error, $2.8 million reduction; 

Intergovernmental Human Services Bureau programs, $2.1 million; 

A reduction in federal TANF funds due to the Fort Belknap Indian Community implementation of a tribal TANF 
plan, $1.9 million; and 

e Inflationary cost adjustments for assumed and non-assumed counties of $1.5 million. 





| Table 1 shows the 2003 biennium budget request by sub program compared to fiscal 2000 actual expenditures. General 
| fund slightly declines over this period, and declines as a percent of the total budget from 20.5 percent in fiscal 2000 to 
| 12.0 percent in fiscal 2002. The decrease in general fund as a percent of total funds is primarily due to significant 
| increases in federal funds, including requests for an additional $29.3 million for FAIM Phase II and $103.3 million for 
| food stamp cash benefits that are funded entirely with federal funds. 
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| TANF 

|The Temporary Assistance for Needy Families (TANF) block grant was established by the Personal Responsibility and 
‘Work Opportunity Reconcilation Act (PRWORA) of 1996. Montana receives approximately $45.5 million per year in 
| federal TANF funds. After the reduction due to implementation of Tribal TANF plans, the state's grant award is 
| approximately $43.3 million. 


f= F< VAC ES DIVISION = 


IL 








In order to receive the TANF grant, the state must continue to spend general fund and state special revenue at a specified 
level (80 percent) of historic (federal fiscal 1994) expenditures for certain Aid to Families with Dependent Children 


Table 2 
Temporary Assistance of Needy Families (TANF) Summary 


DESCRIPTION 1997 GRANT _ 1998 GRANT 1999 GRANT _ 2000 GRANT _ 2001 GRANT 2002 GRANT _2003 GRANT 


i a a a ee 


Summary of Federal Funds 


TANF Block Grant by State Fiscal Year 21,272,258 47,763,385 $ 45,767,143 45,491,822 45,500,000 45,500,000 45,500,000 
Less Salish-Kootenai Tribal TANF Plan 0 0 (599,709) (1,199,418) (1,199,418) (1,199,418) (1,199,418) 


Subtotal 21,272,258 47,763,385 $ 45,167,434 44,292,404 44,300,582 44,300,582 44,300,582 


Less Fort Belknap Indian Community (718,509) (958,012) (958,012) 
Revised TANF Grant by State Fiscal Year 43,342,570 


Federal Expenditures by State Fiscal Year 14,730,474 29,897,481 25,150,387 29,115,497 31,298,490 61,263,871 31,983,465 
Transfer to CCDF 5,657,669 7,000,000 5,500,000 7,612,239 7,612,239 7,612,239 OD IZ.250 
Transfer to Title XX 774,065 2,850,000 - 4,250,000 1,852,238 1,842,059 1,842,059 
Total Federal Expenditures/Transfers 21,162,208 39,747,481 30,650,387 40,977,736 40,762,967 70,718,169 43,197,763 


Annual Carry-over Funds 110,049 8,015,904 14,517,047 3,314,668 2,819,106 (27,375,599) 144,807 
Cummulative Carry-over Funds 8,125,953 $ 22,643,000 25,957,668 28,776,774 1,401,175 1,545,981 


Maximum Amount of Transfers: 
Both Child Care and Title XX (30%) $ 6,381,677 14,329,015 13,550,230 © 13,287,721 13,074,622 13,002,771 13,002,771 
Title XX (10% until FFY 2001then 4.25%) $ 2,127,226 4,776,338 4,516,743 $ 4,429,240 $ 1,852,238 1,842,059 $ 1,842,059 





Final TANF regulations were effective October 1, 1999. The final regulations provide states a great deal of flexibility in 
spending TANF and MOE funds. TANF funds may be spent in any way that fulfills one of the purposes included in the 
federal regulation. The four purposes of the TANF program as contained in federal legislation are: 

1) To provide assistance to needy families; 

2) Toend dependence of needy parents by promoting job preparation, work and marriage; 

3) To prevent and reduce out-of-wedlock pregnancies; and 

4) To encourage the formation and maintenance of two-parent families. 


Services provided that fulfill the first or second purpose of TANF require the family to meet the state definition of a 
needy family. Services provided that fulfill the third or fourth purpose of TANF may be provided to both needy and 
non-needy families as long as objective criteria are used to determine eligibility to receive the service. The regulations 
governing the expenditure of TANF and MOE funds are lengthy and complex, which makes it impractical to discuss the 
multitude of options in this document. However, it is important to remember that federal guidance on the expenditure of 
TANF and MOE funds stresses extraordinary flexibility in the use of these funds, and that states should assume that 
funds may be used in innovative ways to achieve the goals contained in the TANF legislation. 
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Tribal TANF Plan 
The Executive Budget includes a reduction in the TANF grant of $1.9 million federal funds due to the implementation of | 
a Tribal TANF plan by the Fort Belknap Indian Community. The Fort Belknap Indian Community began operating a| 
tribal TANF plan on October 1, 2000. Federal TANF regulations provide that a tribal government may chose to operate | 
its own TANF plan rather than being included in the state TANF plan. When a tribe chooses to operate a Tribal TANF | 
plan, the state's TANF grant is reduced. Montana's $45.5 million TANF grant has been reduced to $43.3 million due to} 
the implementation of Tribal TANF plans by two tribes, the Fort Belknap Indian Community in the 2001 biennium and | 
the Salish and Kootenai Tribes in the 1999 biennium. 


Table 3 
Temporary Assistance for Needy Families (TANF) 
Maintenance of Effort Summary 
DESCRIPTION Fiscal 1997 Fiscal 1998 Fiscal 1999 Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2003! 


Summary of Maintenance of Effort (Fiscal 2001 - 2003 estimated at Fiscal 2000 level) 


14,641,409 








Total General Fund Maintenance of Effort $ 5,780,263 $ 16,328,485 $ 15,220,103 $ 14,641,409 $ 14,641,409 $ 14,641,409 $ 

Total County Fund Maintenance of Effort 819,875 1,891,112 1,282,966 1,106,246 1,106,246 1,106,246 1,106,246 
Total Maintenance of Effort Expended $ 6,600,138 $ 18,219,597 $ 16,503,069 $ 15,747,655 $ 15,747,655 $ 15,747,655” $ ~ 15,747,655) 
83% 77% 771% 771% 771% 771% | 

MOE Requirement $ 6,600,000 $ 17,362,996 $ 15,851,056 $ 15,709,540 $ 15,454,750 $ 15,370,214 $ 15,370,214 

Difference $ 138 $ 856,601 $ 652,013 $ 38,115) 5 292,905 §$ 377,441 $ 377,441 
Reduction in MOE due to FBIC Tribal Plan $ (254,790) $ (339,326) $ (339,326) — 
| 
General Funded Needed to Implement 1999 Session HB 551 | 

Proportionate Share Cash Benefits MOE (estimated based upon fiscal note to HB) $ 208,163.09 e222 277,229 
General Fund Support (from existing appropriation authority) ~ 100,000 100,000 | 
Total Existing General Fund Appropriation Committed per HB 551 $ 208,163 $ BH12295 S229) 


Federal TANF regulations also provide for a reduction in the state’s MOE (summarized in Table 3) 
E proportional to the reduction in the federal grant due to the implementation of a Tribal TANF plan. Table 4 | 
illustrates the MOE requirement before any Tribal TANF plan was implemented and the impact of the | 
implementation of Tribal TANF plans by two tribes in Montana on the MOE requirement. 
At 77 percent, the MOE is reduced $340,000 annually, Table 4 
from $15.71 million to $15.37 million. Because the TANF Maintenance Of Effort Requirement 
Executive Budget does not include a reduction in the ae 
j : | In Millions 
MOE requirement, the legislature may wish to reduce 
the 2003 biennium general fund support for the HCSD Before. Teibalshcan Afes Sk After EBIC 


by $680,000 due to the reduction in the MOE Percentage Withdrawal Withdrawal Withdrawal 


requirement. 
100% $ 20.955 §$ 20.402 $ 19.961 
83% I7.o92 16.934 16.568 
80% 16.764 16.322 15.969 
771% 16.135 13.710 15.370 
75% TST716 15.302 14.971 


LFD 
ISSU 





S&K, Salish and Kootenai Tribes 
FBIC, Fort Belknap Indian Community 
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HB 551, passed by the 1999 legislature, requires that the department transfer to a tribe for use implementing a 
Tribal TANF plan: 


| A proportionate state share for cash assistance based on the MOE; and 
/'| $100,000 general fund for each of the fiscal years of the succeeding biennium after implementation. HB 551 states that 
| | this $100,000 is to be funded from existing appropriation authority. 








| | The reimbursement to the Fort Belknap Indian Community in accordance with HB 551 is estimated to be approximately 
| $750,000 (table 3) for the 2003 biennium. Because state funds paid to a tribe may count toward the state's MOE 
| | requirement, the department could fund the expenditures directed by HB 551 as part of the $15.37 million MOE 
| | expenditures. The legislature may wish to direct the department to fund the reimbursement to the Fort Belknap Indian 
| |Community as part of the MOE. Using general fund MOE to reimburse the Fort Belknap Indian Community would not 
| |impact the services supported by MOE because the department could use TANF funds for those services instead of 
|_| general fund. 





TANF Transfers: 

The state may transfer up to 30 percent of the TANF block grant into either the Child Care Development Fund (CCDF) 
or Title XX, the Social Services Block Grant. The CCDF is the federal program providing block grants funds to states to 
support childcare services for low income families. Title XX is a federal grant that may be used to provide a number 
services designed to meet the needs of children, the aged, the mentally retarded, the blind, the emotionally disturbed, the 
physically handicapped, alcoholics and drug addicts. Montana uses the entire Title XX grant to fund services for the 
developmentally disabled. Funds transferred into either of these two programs assumes the attributes of the program into 
which they are transferred except that TANF funds transferred to Title XX may only be used to serve children and 
families whose income is less than 200 percent of the federal poverty level for the family size. Transfers of TANF funds 
to CCDF and Title XX are summarized in the TANF Summary, table 2. 


Beginning in October 2000, federal regulations limit the amount of TANF funds that may be transferred to Title XX to 


4.25 percent of the TANF grant, or approximately $1.8 million per year. Prior to October 2000 states could transfer up 
to 10 percent of the TANF grant to Title XX. 
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Services Division and services for the developmentally disabled in the Disability Services Division. In fiscal 
2000, $2.1 million was used to support foster care services and $1.4 million was used in the Disability | 
Services Division, to replace a reduction in the federal Title XX grant that Montana received. The Executive Budget 
includes a reduction of Title XX support for foster care services and an increase in general fund support of almost $2.0 
million resulting in Title XX support for foster care services of approximately $2.7 million for the biennium. Table 5 | 
summarizes the potential transfers from TANF to Title XX and the planned expenditures of these funds. If the} 
department makes the maximum allowable transfer in all current and future fiscal years, there are potentially $2.2 million | 
TANF funds transferable to Title XX that are not specifically identified in the Executive Budget as being expended. 
However, the HCSD TANF spending plan includes the assumption that the maximum transfer from TANF to Title XX 
will be made. 






TANF funds transferred to Title XX were used to support foster care services in the Child and Family | 
ISSUE 













The Executive Budget for the Disabilit cad 

eh meu tart BolT ANS ar eta Summary of TANF Transfers to Title XX 
Services Division assumes that: 1) the 

; . i 4 : Expended for Expended for 
Title XX grant in the 2003 biennium will TANFGrant __ DisabilitySvcs Foster Care Svcs _ Total Expended 
be $6.7 million annually, the level of Transferred to By Fiscal By Fiscal By Fiscal 
combined Title XX funds and TANF Grant Year Title XX Year Expended Year Expended___ Year Expended 
funds transferred to Title XX that were 
expended in fiscal 2000; and 2) the Title 1997Grant — $ 774,065. $ oty § og 
XX grant will not be reduced further. If Las eeant 2,850,000 
the Title XX grant in the 2003 biennium 
remains at the level realized in fiscal | 1999 Grant : 774,065 ; 774,065 


2000, the DSD will need approximately 
$2.8 million in the 2003 biennium to | 2000 Grant 4,250,000 1,400,000 2,068,307 3,468,307 














maintain services at the fiscal 2000 level. 
The Executive Budget does not include a 
specific recommendation regarding how 
disability services would be maintained at 
the fiscal 2000 level in the event that | 2903 Grant 1,825,077 1,359,931 1,359,931 
Congress reduces funding for the Title XX 
grant. Options for utilizing the $2.2 | Total $ 13,359,475 $ 3,574,065 $ 7,581,741 $ 11,155,806 
million of TANF funds transferred to Title 
XX that are not specifically allocated in 
the Executive Budget include: Funds Transferred to Title XX but not Expended $__ 2,203,669 
1) In the event the Title XX grant is 
less than $6.7 million per year 
included in the Executive Budget, partially offset the shortfall; 
2) Reduce the general fund needed to support foster care services; 
3) Reduce general fund support for developmental disability services; or 
4) Expand services. The TANF spending plan prepared by the Human and Community Services Division does not 
detail how TANF funds transferred to Title XX will be expended but does assume that the maximum allowable 
transfer to Title XX will be made. So if transferred funds are not used to support existing service levels, they may 
be used to expand services. 





2001 Grant 1,835,256 1,400,000 2,850,000 4,250,000 






2002 Grant 1,825,077 - 1,303,503 1,303,503 




















The legislature may wish to prioritize the use of TANF funds transferred to Title XX, and make the priority contingent 
upon the funding level realized for the Title XX grant. 
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| TANF Funds Carry-over 

| Final regulations for the TANF program were published in April 1999. These final regulations limit states use of federal 
| funds "carried over" from prior year grants. "Carry-over" funds may only be used to pay costs defined within federal 
| regulations and guidance as "assistance" and the related administrative cost of providing assistance. No such restriction 
| applies to the use of current year TANF funds. The effect of this regulation was to limit the state's flexibility in the use 
| of carry-over funds. 


| Historically, cash assistance benefits have been funded from a combination of general fund, state special revenue (county 
funds), and federal funds. In order to retain the maximum flexibility in use of TANF funds allowed by federal 
_ regulation, the department decided to fund cash assistance costs entirely from TANF "carry-over" funds. This policy 
| was implemented October 1, 1999. The Executive Budget includes a request of $4.9 million federal funds for the 
_ biennium to annualize this change into the 2003 biennium budget. 


funding of cash assistance. This was a significant policy change, which also resulted in changes in the 
| services funded from the general fund MOE. Under current regulations, the maximum flexibility in the use of 
|| TANF funds is possible when carry-over funds are used for payments meeting the federal definition of assistance. 
| Rather than allowing the department to decide whether or not to fund assistance payments from carry-over funds, the 
|| legislature may wish to direct the department to continue this practice so that maximum flexibility in the use of TANF 
|| funds may be achieved. Manipulation of the policy regarding funding of assistance from carry-over funds can limit the 


| As discussed in the preceding paragraphs, the department has made and implemented a policy change in the 
‘JES 


'| amount of TANF funds available to fund non-assistance services. 


event of economic downturn or difficulty meeting work participation rates. As outlined in Table 2, if the 
expenditure of federal TANF funds is approved as submitted in the Executive Budget, TANF grants for all 
years would be fully expended by the end of the 2003 biennium. Because the current authorization of the TANF grant 
expires in fiscal 2003 (September 2002) and the program will require reauthorization by Congress, it may be beneficial 


| The 1999 legislature directed the department to maintain a TANF reserve fund of $8.35 million for use in the 
ay ISSUE 


to expend all TANF funds prior to reauthorization, rather than returning unexpended funds to the federal government. 
While it is unknown what will occur when Congress considers reauthorization, the large surpluses of unexpended funds 
lead most analysts to believe that TANF grants will be reduced when reauthorization occurs. 


_| However, this policy decision, and the commitment of TANF funds to support services other than cash assistance, must 
be balanced and fluid enough to provide for revisions in the event of an economic downturn or an event that increases the 
need for cash assistance. 


The legislature may wish to: 
1) Consider whether or not a TANF reserve should be maintained, since TANF authorization by ane expires 
September 30, 2002; or 
2) Provide a mechanism to assure that federal funds are expended to prevent returning federal TANF funds to the 
federal government at the end of the TANF grant authorization period (September 2002). 
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FAIM Phase II 

Montana implemented welfare reform in February 1997. Those FAIM recipients who have continued to participate in 
the program since the beginning of welfare reform will reach the life-time limit of 60 months of assistance in February 
2002. The department currently estimates 80 to 90 cases are nearing (within 18 months) the life-time limit on assistance 
payments. As welfare reform continues and significant events such as reaching life-time limits on assistance and 
reauthorization of TANF at the federal level approach, the department has developed a revised FAIM program titled 
FAIM, Phase II. 


The HCSD gathered information regarding the successes and failures of FAIM to date, and the desires for FAIM in the 
future by holding twenty-five public meetings statewide. At these meetings participants were asked to discuss FAIM and 
share their wants, desires, criticisms, and accolades. Based upon information gathered through these public meetings, 








eleven focus groups were identified and created to work on specific issues. The FAIM Phase II proposal included in the | 


Executive Budget is the end result of the process led by the HCSD. 


Table 6 
Summary of FAIM Phase II Expenditures 
As Included in Executive Budget Request 


Project Title Fiscal 2002 Fiscal 2003 Biennium 


In-depth Assessments $ 1,545,562 $ 1,545,562 $ 3,091,124 


Sanction Adjustments 

Vehicle Ownership 

Eliminate Community Services 
Program 

Non-assistance for Working 
Families 

Individual Devlopment Accounts 
Child Support Pass-through 
Caretaker Relative Grants 
Intensive Family Support and 
Local Needs 

Electronic Benefits Transfer (EBT) 
for Cash Assistance 

TEAMS Reprocurement 


Total $ 14,267,416 $ 15,057,416 $ 29,324,832 


Notes: 


677,735 
800,000 


125,000 


4,741,971 
180,161 


2,473,704 


Ti 2o,200 


2,000,000 


677,735 
800,000 


125,000 
4,741,971 
220,161 
1,250,000 
2,473,704 
1,123,209 


500,000 


1,000,000 


TEAMS is The Economic Assistance Management System 
DPHHS has proposed funding all of these projects from federal TANF fund. 
DPHHS has requested the funding be appropriated in a biennial appropriation. 


1,355,470 
1,600,000 


250,000 
9,483,942 
400,322 
1,250,000 
4,947,408 
3,446,566 


500,000 


3,000,000 





Table 6 summarizes the components of FAIM Phase II and each component's portion of the $29.3 million total federal 
funds requested. The components of FAIM Phase II provide: 1) continued support to low-income working families so 
they may continue working and stabilize their income; 2) more services to help families divert from the public assistance 
system altogether; and 3) earlier and more intensive services to those with the most severe barriers to employment. 


PUBLIC HEALTH & HUMAN SERVICES. B-32 HUMAN AND COMMUNITY SERVICES DIVISION 





| |PUBLIC HEALTH & HUMAN SERVICES 02-HUMAN AND COMMUNITY SERVICES DIVISION 


e In-depth Assessments could be provided when families first apply for assistance so that barriers to employment 
are identified. 

e Sanction Adjustments are proposed that would allow families to come into compliance with program requirements 
and have benefits reinstated. The department expects that the redesign of sanctions will result in additional benefit 
costs. 

e Vehicle Ownership supports a car purchasing program. 

e Community Services Program would be changed to provide intensive services to families in the community 
services program so they may move more quickly toward employment. 

e Non-Assistance for working families would provide services and benefits to low income working families. Under 
TANF regulations services and benefits that are not considered assistance under federal definitions may be 
provided to families without federal requirements such as the 60-month time limit and work participation rates 
applying. The department proposes providing services and/or cash vouchers to families so that they may 
overcome emergencies that arise. 

e Individual Development Accounts (IDA) is a pilot project to provide incentives to families to save money. Funds 
in an IDA would be used toward the purchase of a home or business, or for post-secondary education. 

e Child Support Pass-Through would support the Child Support Enforcement Division in the event federal 
regulations change and more child support income is passed-through to families rather than being maintained by 
the state and federal government to support the costs of collecting child support. Federal legislation on this issue 
is pending. 

e Caretaker Relative Grants is a change in the benefit amount paid on behalf of children being cared for by relatives. 
Currently, a family caring for a relative's child receives approximately $100 per month to provide for the child's 
needs. This proposal would increase the caretaker relative grant to approximately $270 per month. 

e Intensive Family Support and Local Needs would provide additional services at the local level to address the 
needs of families with multiple barriers to employment. 

e EBT Cash Assistance implements electronic benefit transfer (EBT) of cash assistance benefits. The department 
envisions including cash assistance benefits on the same magnetic card as food stamp benefits. Recipients would 
use the card to withdraw cash at an ATM machine or could have their cash assistance benefits deposited directly 
into their bank account. 

e Re-procurement of TEAMS - The Executive Budget requests $3 million federal TANF funds to replace or 
significantly enhance The Economic Assistance Management System (TEAMS). 





. Individual Development Accounts (IDA) — The Executive Budget includes a pilot project for IDA. The 
| BaoD P: 
TLD legislature may wish to direct the department to make IDA available statewide to allow as many families as 


| possible to experience the benefits of a savings account and work toward goals such as post-secondary 
education and home ownership, that may be funded with IDA savings. 












Operations and Technology Division budget and the Operations and Technology Division oversees system 
maintenance and development of all major systems within DPHHS. For this reason, the Legislative Fiscal 
| Division (LFD) questions inclusion of this item in the HCSD. 







Re-procurement of TEAMS — Currently the cost of the TEAMS system maintenance contract is within the 
ISSUE 









The Executive Budget funds the re-procurement or enhancement of the TEAMS system entirely with federal TANF 
| funds. However, in accordance with federal regulations, the costs of re-procurement or significant changes to TEAMS 
must be cost allocated to all programs benefiting from the activity. In the event of re-procurement or replacement of the 
TEAMS system, there would be costs attributable to programs other than cash assistance (or TANF) such as Food 
Stamps and Medicaid, since TEAMS also supports eligibility determination processes for these programs. 
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LFD ISSUE The costs of significant enhancement or re-procurement of TEAMS should be allocated to the general | 

CONTINUED fund and federal food stamp and Medicaid program funds as well as to TANF. The TEAMS facility 

management costs included in the Operations and Technology Division budget are funded on a 50/50 | 

state/federal cost-sharing basis. Using TANF funds to support non-TANF activities (Medicaid and Food Stamp 

programs) would be a violation of federal regulations and could result in financial penalties being imposed upon the 
state. 


LFD Documentation provided by the HCSD indicates that the department plans to implement a separate state 
envivionym program using $961,000 general fund MOE dollars to support a program providing cash assistance for 


some families who exceed the 60-month life-time limit on TANF assistance. 


could include in-home services, after school activities, preparation for employment, substance abuse 

prevention and counseling, and non-medical services such assessments, case management, and marriage 
counseling. Federal legislation does not define what constitutes a medical or non-medical service. Definition of these 
terms is left to the states. 


Services Provided by Other Divisions - TANF funds may be used to support a wide variety of programs that | 
ISSUE 


The legislature may wish to encourage the use of TANF funds and coordination of programs with similar goals that are 
administered by various divisions within the department. For example, the legislature may wish to direct the department 
to develop a coordinated effort for the funding and provision of in-home and family support services to families 
receiving services from the HCSD and the Child and Family Services Division as well as other divisions within the 
department. The legislature may also wish to adopt a definition of non-medical services and direct the department to use || 
TANF funds to support non-medical mental health and substance abuse services provided by the Addictive and Mental | 
Disorders Division. . 





Summary 
The legislature may wish to take all, some, or none of the following actions regarding FAIM Phase II. 
1) Seek public comment on the various components of FAIM Phase II. 
2) Ask the HCSD what items/issues identified through the public process used to develop FAIM Phase II were not 
included in the FAIM Phase II plan and why? 
3) Add or delete items from the Executive Budget proposal for funding as part of FAIM Phase II. 
4) Direct the department to widen the proposal for Individual Development Accounts (IDA) to a statewide project 
rather than a pilot project. 


The legislature may also wish to take all, some, or none of the following actions with regard to use of TANF funds. 

1) Provide the department guidance on the definition of non-medical services, and allocate TANF funds to be used to 
provide non-medical services in coordination with the Addictive and Mental Disorders Division. 

2) Fund all or a portion of some services (such as in-home services, family group conferencing, and visitation 
services) provided by the Child and Family Services Division with TANF funds. 

3) Prioritize, in order of importance, the funding of items included in FAIM Phase II and other proposals arising 
during the course of discussion of FAIM Phase II. 

4) Restrict or not permit the funding of certain items. 

5) In FAIM Phase II the Executive Budget proposes increasing expenditures by $29.3 million in the 2003 biennium. 
If this increased expenditure level is not achieved, federal funds may be returned and consumers may experience 
needs that are not met. In order to provide assurances that the requested level of expenditure is achieved, the 
legislature may wish to: 

a. Establish and/or mandate timeframe and expenditure level mile markers for the expenditure of TANF 
funds; and 
b. Provide that unexpended funds be diverted to a prioritized list of proposals. 
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‘Funding 
The HCSD is funded by a combination of general 
| fund, State special revenue — (county 
| reimbursements) and federal funds. General fund 
provides: 
1) Maintenance of Effort (MOE) for TANF 
and CCDF grants; and 
2) Matching funds for federal programs 
including food stamp and Medicaid 
programs. 
County Funds 


Historically, counties have shared in the costs of 


human services programs as outlined in 53-2-304 


MCA. Those counties that choose to be state- 


assumed levy 9 mills and forward the proceeds 
from those mill levies to the state. There has been 
no change in the manner in which assumed 
counties contribute to human services programs. 


Prior to the implementation of welfare reform, 
non-assumed counties were responsible for the 
non-federal share of administrative and indirect 
costs (50 percent) and approximately six percent 
of the costs of Aid to Families with Dependent 
Children (AFDC) benefits. Because welfare 
reform changed welfare program funding from 
cost sharing with the federal government to a 
block grant requiring a set maintenance of effort 
(MOB), the methodology for county contributions 
to welfare costs required change. 


The 1999 legislature passed HB 676, which 
amended 53-2-304 MCA, and limited the amount 
a county is required to reimburse the department 
for the salaries, travel expenses, indirect costs, 
and allocated administrative costs for one state 
fiscal year to the dollar amount that the county 
paid as its share of cash assistance and emergency 
assistance programs in 1996. For public 
assistance programs other than cash assistance 
and emergency assistance, the county reimburses 
the department the full amount of salaries, travel 
expenses, and allocated direct and _ indirect 
administrative costs attributable to the public 


Fund Source 
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Table 7 
Human and Community Services Division Funding Summary 


Fiscal 2000 
Base Budget 


General Fund $ 19,601,819 


Percent of Total 20.5% 


State Special Revenue 
County Reimbursements 
FAIM Financial County 
Food Steam Recoupment Act 


$ 3,074,959 
309,839 
100,000 


Subtotal State Special Revenue $3,484,798 


Percent of Total 3.6% 
Federal Funds 
BPA $ 
Discretionary Childcare 
TANF Administration 
TANF Benefits 
Child Nutrition 
Childcare Mandatory/MOE 
Childcare Administration 
Childcare Matching 
TANF Evaluation 37,697 
Cost Allocation 8,988,391 
Reach 0 
36,152 
87,077 
93,729 
211,507 
407,014 
554,534 
152,387 
1,499,066 
456,102 
1,403,353 
312 
6,473,164 
2,558,022 


231,591 
12,171,168 
61,002 
20,856,570 
9,214,167 
3,142,626 
326,246 
3,09 OS 


Aging Supportive Service Grant 

Refugee Social Service 

Headstart 

Food Stamp EmploymenvTrain. 50 

Food Stamp Employement/Train.100 

Food Stamp Administration 

Emergency Food Assistance 100 

Food Distribution Federal Expense 

Emergency Shelter 

Weatherization Benefits 

Refugee Resettlement 

LIEAP Block Grant Administration 

CSBG Administration 

Title XX Social Services Block Grant 46,000 

Medicaid Administration 133,451 

Elderly Refugee Grant 0 

CSEP. 0 
Subtotal Federal Funds $ 72,744,541 

Percent of Total 75.91% 


Total Funds $ 95,831,158 


Budget Request 
Fiscal 2002 Fiscal 2003 


$_ 19,578,162 
10.4% 


19,411,721 
12.0% 


Des 05715 le op 
309,752 
1,131 


3,106,960 
309,759 
R133 


$3,398,064 $ 3,417,852 
2.1% 


1.8% 


303,630 
15,254,287 
144,760 
$1,791,795 
10,554,441 
3,140,175 
381,188 
5,071,365 
33,581 
8,783,921 
500,000 
35,333 
77,695 
150,297 
239,222 
933,216 
52,392,563 
170,711 
1,835,432 
456,404 
1,773,370 
55,404 
7,277,354 6,698,914 
2,601,995 2,602,952 
0 0 

120,380 121,004 
44,500 44,500 
335,000 335,000 

$ 164,458,019 $ 138,407,027 
87.74% 85.84% 


303,663 
18,262,908 
145,366 
22,467,903 
10,957,002 
3,140,175 
382,742 
5,802,365 
33,757 
8,730,618 
250,000 
35,395 
77,695 
150,297 
239,702 
944,291 
52,386,131 
170,845 
1,837,991 
456,426 
1,773,830 
35,595 


$ 187,434,245 


$_161,236,600 


Percent of 
Total 


12.0% 


0.2% 
11.3% 
0.1% 
13.9% 
6.8% 
1.9% 
0.2% 
3.6% 
0.0% 
5.4% 
0.2% 
0.0% 
0.0% 
0.1% 
0.1% 
0.6% 
32.5% 
0.1% 
1.1% 
0.3% 
1.1% 
0.0% 
4.2% 
1.6% 
0.0% 
0.1% 
0.0% 
0.2% 
85.8% 


100.0% 





assistance program not reimbursed to the department by the federal government. The provisions of HB 676 included in 


53-2-304 MCA, terminate on June 30, 2001. 
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In summary, non-assumed counties are currently obligated to reimburse the state for: 
e 50 percent of the salaries, travel, and allocated direct and indirect administrative costs of the cash assistance and | 
emergency assistance program up to the dollar amount the county paid as its share of these costs in 1996; and, 
e the non-federal share of salaries, travel and allocated direct and indirect administrative costs apsipnianis to public 
assistance programs other than cash assistance and emergency assistance. 


Study Required 

The 1999 legislature included language in HB 2 directing the department to present a plan to the 57th legislature to 
create a uniform statewide system of funding for: 1) TANF maintenance of effort; 2) eligibility determinations for cash 
assistance, food stamps, and Medicaid programs; and 3) foster care program costs. The legislature directed that the plan: 
1) provide a predictable and adequate source of funding; and 2) eliminate the historic distinction in funding human 
services costs between assumed and non-assumed counties. 


Pending and Possible Legislation 

The department worked with the Local Government Funding and Structure Committee to include revisions to the 
funding of public assistance programs in a bill proposed by the committee (LC 5001). The bill proposed by the Local | 
Government Funding and Structure Committee provides that city and county government would forward certain tax 
revenues (gambling, alcohol, motor-vehicle) to the state. The state would provide an entitlement or grant that local 
governments could utilize at their discretion. Under this proposal, human services costs that have historically been — 
funded with county funds or the nine-mill levy in the case of assumed counties would be funded by general fund. 
County governments would maintain funds they are currently providing to the state for public assistance programs at the 
local level. 


Department staff also worked with the Montana Association of Counties (MACo) to develop legislation that would fulfill 
the directive included in HB 2. Based upon the discussions with MACo the department may support legislation that 
requires non-assumed counties to contribute to public assistance costs at an amount equal to the average of the five years 
from fiscal 1995 through fiscal 1999. The department estimates this option would require an additional appropriation of 
$1.5 million general fund. However, because the legislation is in draft form, these cost estimates are subject to change. 
The Executive Budget does not include a decision package requesting additional general fund in the event this legislation 
is adopted. Department staff stated they had also worked with MACo to develop legislation that would clarify 
management and authority regarding local control and public assistance programs. 


In addition to the legislation discussed above, the department is seeking legislation changing public assistance statutes 
and providing the department with rule making authority. 
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|] Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


\|] Personal Services i 108,428 


Vacancy Savings , ; (450,240) 


|} Inflation/Deflation t (4,177) 
|| Fixed Costs é 17,759 


Total Statewide Present Law Adjustments ($433,490) ($328,230) 


| f DP 8 - Refugee Resettlement 


1.00 0 43,116 43,116 : 43,267 43,267 


|} DP 9 —Child and Adult Care Food Program PL Ad 


3.00 0 1,429,346 1,429,346 : 0 1,829,803 1,829,803 


|} DP 59 - TANF and MOE Present Law Adjustment 


6.00 0 2,657,942 2,057,942 .00 0 2,658,937 2,658,937 


| | DP 61 - IHSB Present Law Adjustment 


1.00 100,000 1,022,955 1,122,955 4 0 1,022,955 1,022,955 


1.00 W2;550 595,227 667,584 : 74,374 597,394 671,768 
DP 69 - County TANF, Food Stamp, and Medicaid 

0.00 399,248 409,249 808,497 : 362,350 372,351 734,701 
DP 78 - Public Assistance Administration 

0.00 225,519 227,020 452,539 } 165,299 166,799 332,098 


[Dp 202 - SABHRS System Adjustment 


0.00 (697,028) (697,028) (1,394,056) : (697,028) (697,028) (1,394,056) 


Total Other Present Law Adjustments 
12.00 $100,096 $5,687,827 $5,787,923 ($95,005) $5,994,478 $5,899,473 





Grand Total All Present Law Adjustments $5,354,433 $5,571,243 


Executive Present Law Adjustments } 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 8 - Refugee Resettlement - This decision package requests $86,000 federal funds for the biennium to fund 1.00 FTE, 
grade 15 Human Service Specialist to manage the Refugee Resettlement Program. The HCSD used a modified position 
during fiscal 2000 to administer the programs. Expenditures for modified FTE are removed from the base budget. 


DP _9 — Child and Adult Care Food Program PL Ad - This decision package requests $3.3 million federal funds for the 
biennium to: 1) adjust for an increase of 2.6 percent in the USDA reimbursement for benefits; 2) fund an increase in the 
number of meals served with a goal of providing 630,000 additional meals by the end of the biennium, and 3) to fund 
additional staff needed due to federal requirements that increase the number of required visits to child care centers. 
Modified FTE were used to perform this function in fiscal 2000. The program anticipates serving a total of 8.9 million 
meals in fiscal 2002, and 9.1 million meals in fiscal 2003. This request represents a 15 percent per year increase over the 
base budget of $9.3 million. 


DP 59 - TANF and MOE Present Law Adjustment - This decision package requests $5.3 million federal TANF authority 
.to: 1) fund 6.00 FTE to complete fiscal and contract monitoring, work participation validation, and implementation of 
FAIM Phase II; and 2) annualize funding of TANF cash assistance benefits entirely from federal funds. 





LFD Please see TANF discussion included in the program narrative 


ISSUE 
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DP_61 — Intergovernmental Human Services Bureau Present Law Adjustment - This decision package requests: 1) | 
$100,000 general fund in the first year of the biennium for the Montana Food Bank Network; and 2) slightly over $2.0 | 





million federal funds for the biennium to support weatherization, energy assistance and commodity distribution grants. 


The $100,000 general fund requested in the first year of the biennium would provide additional funding to the Montana | 
Food Bank Network to: 1) replace a 1984 forklift at the Missoula facility; 2) purchase pallet racking for the Missoula 
facility; 3) purchase a pickup for smaller deliveries from the Missoula facility; 4) add a refrigerated box to a delivery | 
truck in Miles City; 5) purchase a pallet scale for the Miles City facility; 6) purchase additional cans, lids, and labels for | 
use in the canning facility at the prison; and 7) purchase a pallet scale for use at the prison. 


LFD Intergovernmental Human Services Bureau has $98,000 of general fund in the base budget. The ] 
COMMENT $100,000 increase requested in this DP would double the general fund support for the Montana Food 


Bank Network. Intergovernmental Human Services Bureau also receives funding ($15,000 for the | | 


2001 biennium) for the Montana Food Bank Network through HB 10 Oil Overcharge. 





DP 63 - Food Stamp Adjustments - This decision package requests: 1) $146,000 general fund to purchase contracted | 


service; and 2) $1.2 million federal funds to support 1.0 FTE, food stamp employment and training ($900,000), and the 
food stamp nutrition education program ($80,000). Contracted services are requested to provide policy interpretation 
and to monitor accuracy and efficiency. The additional federal funds requested would allow two more counties to be 
served and would increase the total number of cases served by 11,496 recipients. 


in the first half of calendar 2002. However, the Executive Budget does not include any reduction in costs due 
to discontinuation of the contract for food stamp issuance. The annual cost of the food stamp issuance 
contract included in the base budget is $645,000. The contract is funded 50/50 general fund and federal funds. The 


The department is planning to implement electronic benefit transfer (EBT) of food stamp benefits beginning 
ISSUE 


legislature may wish to: 1) reduce the funding level for the food stamp issuance contract for fiscal 2002, since the 
department will be discontinuing issuance of food stamps as EBT is implemented between January and June of 2002; 
and 2) remove funding of the food stamp issuance contract from the fiscal 2003 budget ($322,500 general fund and 
$322,500 federal funds). Information regarding the EBT of food stamp benefits is included the Operation and 
Technology Division program narrative. 





DP 69 - County TANF, Food Stamp, and Medicaid - This decision package requests $761,598 general fund and 





$781,600 federal funds for operating cost increases in assumed and non-assumed counties. 





eon 1) This decision package includes increased rent costs totaling $935,000 for the biennium. Please see 
eo agency narrative for information on rent increases. 

2) Postage increases totaling over $75,000 have been attributed by the department to food stamp mailing 
costs even though food stamps are scheduled to be distributed electronically beginning in the first half of calendar 
year 2002. While the costs of first class postage will increase about three percent effective January 2001, the 
volume of food stamp mailings should decline beginning January 2002 when EBT implementation begins. The 
decrease in the volume of mailings should offset all or some of the inflationary cost increase that will occur. 

3) The Legislative Fiscal Division questions the funding of this decision package because the department has 













$10,000 of the cost increases based upon a 50/50 general fund/federal funds ratio. TANF general fund requirements 
are met through the MOE. No additional general fund is needed for the TANF related portion of these costs. For 
additional information regarding non-assumed county contributions to cost, please refer to the program narrative. 







DP 78 - Public Assistance Administration - This decision package requests $391,000 general fund and $393,000 federal 
funds for increased administrative costs related program implementation, policy interpretation, and program 
management. | . 
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combined cost increases for assumed and non-assumed counties into one decision package and funded all but |. 









& 


| \ PUBLIC HEALTH & HUMAN SERVICES 02-HUMAN AND COMMUNITY SERVICES DIVISION 


I The department cites the following reasons for the requested increase: 

|e Expanding Food Stamp Program requirements such as a separate employment and training program for Food 
| Stamp recipients, the loss of waivers, and the mandate to serve recipients who are able-bodied individuals without 
| dependents, will increase Food Stamp program costs. 

_¢ Additional duties are associated with FAIM Phase II. 

e Program changes that now require the Medicaid program to interface with two new programs, the Children's 
| Health Insurance Program and the Mental Health Services Program. 


There are several issues associated with this decision package. 


HWY 


pee The department has requested funding for this decision package based upon a 50/50 cost-sharing ratio 


between the general fund and federal funds. However, given that the general fund requirements for the TANF program 
|| are met through MOE, which is included in the base budget, no additional general fund should be needed for costs 
| associated with the TANF program. 
'}1) The costs in this decision package for the food stamp program, including the employment and training related 
: workload issues, appear to duplicate costs increases included in DP 63. 
'}2) The department also cites the need for the Medicaid, Children's Health Insurance Program, and Mental Health 
Service Plan interface as rationale for increased costs in the 2003 biennium. Because these programs were in 
existence during the 2001 biennium, the costs associated with interfacing them are included in the fiscal 2000 base 
budget. 
Because the costs included in this decision package appear to be duplicative and/or do not require general fund, the 
legislature may not want to fund this decision package. 





DP 202 - SABHRS System Adjustment - This decision package includes a biennial reduction of $1.4 million general 
fund and $1.4 million federal funds. This adjustment is necessary because the expenditures and funding in the base 
budget were overstated due to a SABHRS system error that allowed an incorrect transaction to post. 
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New Proposals 
wanna enn nn nnn nnn nena nn nen ence enn Fiscal 2002-------------------------------------------- ------------------------------------Fiscal 2003----------------------------------------- 
State Federal Total State Federal Total 
Prgm FTE General Special Special Funds BIE General Special Special Funds 


DP 58 - Early Childhood Services Caseload Adjustment 
02 3.00 0 0 3,186,690 3,186,690 3.00 0 0 6,195,632 6,195,632 } 


DP 92 - Commodity Supplemental Food Program 
02 .00 0 


0 335,000 335,000 1.00 0 0 335,000 335,000 | 
DP 93 - REACH Grant 
02 0.00 0 0 500,000 500,000 0.00 0 0 250,000 250,000 | 

DP 94 - Refugee Elderly Grant 
02 0.00 0 0 44,500 44,500 0.00 0 0 44,500 44,500 |) 


DP 95 - Fort Belknap Indian Comm. TANF Prog 
02 00 0 


DP 200 - Human and Community Services Div Leased Vehicles 


02 0.00 0 0 0 0 0.00 0 0 0 O} 


DP 201 - FAIM Phase II 


02 0.00 0 0 29,324 832 29,324,832 0.00 0 0 0 0 
DP 203 - DOE Weatherization Training Grant 
02 0.00 0 0 100,000 100,000 0.00 0 0 100,000 100,000 


DP 204 - LIEAP Energy Contingency Award 
2 .00 


DP 205 - Child Care Federal Matching Funds 


02 0.00 0 0 1,483,918 1,483,918 0.00 0 0 2,214,918 2,214,918 F 


DP 206 - Food Stamp Cash Benefits 
02 0,00 0 0 51,652,161 51,652,161 0.00 0 0 51,652,161 51,652,161 


Total 4.00 $0 $0 $86,248,654 $86,248,654 4.00 $0 $0 


New Proposals 


DP_58 - Early Childhood Services Caseload Adjustment - This decision package requests approximately $9.4 million | 


federal funds for the biennium to support: 1) increased spending of child care discretionary funds, 2) 3.0 FTE for 
program administration, and 3) the head start collaboration grant. This increase is funded from 1) an expected increase 
in the Child Care Development Fund (CCDF) discretionary funds; 2) transfers from the TANF Block Grant to the 
CCDF; and 3) a federal grant for head start collaboration projects. 


DP 92 - Commodity Supplemental Food Program - This decision package requests $670,000 federal funds for the 
biennium to fund the new U.S. Department of Agriculture (USDA) Commodity Supplemental Food Program (CSFP). 
Included in this request is 1) 1.00 FTE to assist in the ordering, record keeping, federal reporting, and monitoring of the 
program, 2) warehousing and delivery cost and 3) funds for contracting with area agencies on aging and/or local food 
banks to determine eligibility and distribute the individual food packages. The department projects this grant will 
provide 7,500 low-income elderly persons and children with commodity food packages. 


DP_93 - REACH Grant_- This decision package requests $750,000 federal funding for the biennium to continue the 
REACH Grant which provides home weatherization, client education, and cost effective retrofits or repairs to space or 
water heating devices. In addition to benefits, the REACH grant funds will also support travel costs and an evaluation 
contract with an outside agency as required by the grant. The department estimates that a minimum of 300 low-income 
households would be served with this new grant. 


DP 94 - Refugee Elderly Grant - This decision package requests $89,000 federal funds for the biennium to support the 
Elderly Refugee Grant, which serves low-income elderly Hmong and Russian refugees. 


DP _95 - Fort Belknap Indian Comm. TANF Program - This decision package reduces federal TANF funding by $1.9 
million for the biennium. As of October 2000, the Fort Belknap Indian Community administers its own federally 
approved TANF plan. Montana's TANF grant will be reduced by the amount of the Fort Belknap Indian Community's 
TANF grant, which is $958,012 annually. 
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(958,012) (958,012) 0.00 0 0 (958,012) (958,012) 


0 579,565 579,565 0.00 0 0 0 0 


$59,834,199 $59,834,199 | 
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na A corresponding reduction in the state MOE requirement also occurs when a tribe chooses to implement a 
Beau Tribal TANF Plan. Please refer to the discussion of the TANF grant included in the program narrative for 
further information. 











DP 201 - FAIM Phase II -_ This decision package requests a biennial appropriation of $29.3 million federal TANF 
_ funding to implement the second stage of welfare reform, FAIM Phase II. 


| Please refer to the discussion of FAIM Phase II included in the program narrative for additional information. 
ISSUE 


DP 203 - DOE Weatherization Training Grant - This decision package requests $200,000 federal funds for the biennium 
for the Department of Energy Weatherization Training grant. The department intends to contract with Montana State 
University Extension Service Housing Program to manage, coordinate, and plan the training and technical development 
_ activities. The activities funded by this grant are intended to improve the technical skills of grantees and sub grantees 
_ who administer the DOE Weatherization Assistance Program in the Denver region, which includes Montana. 





| DP 204 - LIEAP Energy Contingency Award - This decision package requests $579,565 federal funds in the first year of 
| the biennium for the increase in the Low Income Energy Assistance (LIEAP) grant awarded to states in response to sharp 
increases in heating fuel costs. With this funding the department will 1) adjust the energy assistance matrix for LIEAP to 
provide the additional funds to low-income households and 2) increase funding for weatherization to decrease fuel 
consumption in low-income households. The department estimates that approximately 15,500 additional low-income 
households will receive energy assistance and 29 additional households will receive weatherization resulting in a reduced 
energy costs with the funds from this grant. 








DP 206 - Food Stamp Cash Benefits - This decision package requests $103.3 million federal funds in a biennial 
appropriation for food stamp benefits. Historically, the department has received an appropriation only to administer and 
contract with an independent provider who distributed food stamp coupons to qualifying low-income families. The state 
is required by federal mandate to have in place an electronic benefit transfer (EBT) system. When food stamp benefits 
were issued as a coupon no actual cash was drawn from the federal government and deposited in the state treasury. 
Therefore, statute did not require these benefits to be appropriated. Instead they were recorded on the state accounting 
records as a non-budgeted transaction. With the new EBT system, cash will be drawn from the federal government and 
placed in the state treasury. Statute requires there be an appropriation. 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget § Adjustment Proposals Exec. Budget _—_ Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


ELE 324.75 0.00 18.75 343.50 0.00 26.00 350.75 


Personal Services 12,320,176 (169,737) 789,530 12,939,969 (102,980) 1,061,995 13,279,191 
Operating Expenses 3,257,286 476,523 414,700 4,148,509 656,895 395,687 4,309,868 
Equipment 10,558 0 110,000 120,558 0 0 10,558 


Grants 4,412,608 84,992 750,000 5,247,600 84,992 1,000,000 5,497,600 
Benefits & Claims 20,138,739 2,344,792 1,624,895 24,108,426 3,869,510 2,471,636 26,479,885 
Debt Service 89,150 0 0 89,150 0 0 89,150 


Total Costs $40,228,517 $2,736,570 $3,689,125 $46,654,212 $4,508,417 $4,929,318 $49,666,252 
General Fund 18,116,310 1,263,115 3,593,930 22,973,355 2,064,303 4,369,808 24,550,421 
State/Other Special 2,877,029 82,261 0 2,959,290 104,008 0 2,981,037 
Federal Special 19,235,178 1,391,194 95,195 20,721,567 2,340,106 559,510 22,134,794 42, 856, 361 


Total Funds $40,228,517 $2,736,570 $3,689,125 $46,654,212 $4,508,417 $4,929,318 $49,666,252 $96,320,464 





Program Description 

The Child and Family Services Division (CFSD) administers child welfare services, abuse prevention services, domestic 
violence grants, and other programs designed to keep children safe and families strong. CFSD oversees five regional 
offices that administer programs and are advised by Local Family Services Advisory Councils, which serve as the link 
between local communities and DPHHS. CFSD also provides the user liaison for the large statewide computer system | 
application: CAPS (the Child and Adult Protective Services) system. Statutory authority for the program is provided in 
Titles 33, 40, 41, 42, 50, 52, and 72, MCA, and 45CEFR, Parts 1355 and 1370. 


Program Narrative . | 
The Child and Family Services Division's (CFSD) 2003 biennium budget request shows an increase of $15.9 million | 
over the 2001 biennium. Present law adjustments add $7.2 million, including $3.3 million from the general fund; new 
proposals add $8.6 million, including $8.0 million from the general fund. 


The 2003 biennium budget request is 19.7 percent higher than the 2001 biennium base in terms of total funds; the general 
fund request is 31.2 percent greater than that expressed in the 2001 biennium base. General fund support increases from 
45.0 percent of the fiscal 2000 base to 49.3 percent of the 2003 biennium budget request. 


The most significant changes in the Executive Budget include: 
5) $4.5 million for a child protective services proposal that includes funding for additional staff, revises existing 
processes and procedures, provides additional in-home and intensive visitation services; 
6) $3.4 million for subsidized adoption caseload growth; 
7) $3.4 million for provider rate increases; 
8) $2.7 million for foster care caseload growth; and 
9) $2.0 million increased general fund requirements due to reduction in Title XX funds. 


Federal Legislation 
The Adoption and Safe Families Act of 1997 represents an important landmark in federal child welfare law. The 
Adoption and Safe Families Act establishes national goals for the child welfare system, including: 
1) Safety - The protection of children from abuse or neglect in their own homes or in foster care. 
2) Permanency - The provision of stable and consistent living situations, continuity of family relationships and 
community connections. 
3) Well-being - The capacity of families to provide for their children's needs, children having educational 
opportunities and achievements appropriate to their abilities and children receiving puyol and mental health 
services adequate to meet their needs. 
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The Adoption and Safe Families Act puts key provisions into place to ensure that child safety is the paramount concern 
» in all child welfare decision-making, shortens the timeframes for making permanency planning decisions, and promotes 
| the adoption of children who cannot safely return to their own homes. The Adoption and Safe Families Act requires the 
development of outcome measures that can be used to assess the performance of states in achieving national child 
) welfare goals. The Adoption and Safe Families Act also requires the US Department of Health and Human Services to 
| prepare and submit two reports to Congress: a report on child welfare outcomes and a report on performance-based 
incentive systems for child welfare. The first, "Child Welfare Outcomes 1998: Annual Report," was recently published. 





Table 1 
Child Welfare Outcomes 
1998 Annual Report 


Selected Elements for Montana and Nation 
Measure Montana Nation Measure Montana Nation 





Percent of Children Under Age 18: Time to Reunification 
Alaska Native/American Indian 10% Less than 12 months 86% 
White 87% 12 to 24 months 11% 
Black 0% 24 to 36 months 3% 
Other 3% 36 to 48 months 0% 
Children Subject of an Investigated 48 or more months _ 0% 
Report of Child Maltreatment 94 per 1,000 39 per 1,000 |Children who Entered Care in federal fiscal 1998 
Child Maltreatment Victims 16 per 1,000 12 per 1,000 For the First Time 69% 
Child Fatalities .9 per 100,000 1.8 per 100,000 Re-entering within 12 months 23% 
Age of Child Victims: Re-entering more than 12 months a 
Under 1 year 71% 7% after prior episode 5% 
1 -5 years 33% 31% 
6- 10 years 31% 30% 
11-15 years 25% 23% Median Length of Stay in Months 
Over 16 years 5% 6% for Children in Care 9/30/98 17 
Unknown 0% 3% Children Waiting to be Adopted on 9/30/1998 
Race/Ethnicity of Child Victims Under 1 year 2% 
Alaska Native/American Indian 22% 2% 1 - 5 years 27% 
White 59% 58% 6- 10 years 28% 
Black 1% 29% 11-15 years 33% 
Other/Unknown 17% 19% Over 16 years 9% 
Maltreatment Type Unknown 1% 
Emotional 21% 4% Children Adopted federal fiscal 1998 
Medical Neglect 3% 3% Under 1 year 0% 
Neglect 47% 56% 1-5 years 42% 
Physical Abuse 13% 20% 6- 10 years 38% 
Sexual Abuse 9% 12% 11-15 years 17% 
Other 7% 19% Over 16 years 2% 





Readers are cautioned that the intended use of the data included in the "Child Welfare Outcomes 1998: Annual Report" 
is to monitor a state's performance over time rather than to compare the performance of various states. Variations in data 
collection, state definitions of abuse and/or neglect, state standards that prompt removal of children from their homes and 
the decision to return them home, resources available in the community, the internal capacity of the child welfare agency, 
and other state-specific factors make comparisons among states difficult. Despite the potential difficulties in the use of 
the report for comparative purposes, selected information is summarized in Table 1. It is noteworthy that: 
1) 39 out of 1,000 children nationwide were the subjects of investigated reports of child maltreatment. In Montana, 
this statistic is 94 out of 1,000 children, or over twice as high; 
2) 12 out of 1,000 children nationwide were the victims of child maltreatment. In Montana this statistic is 16 out of 
1,000 children; 
3) 1 percent of the population under age 18 is Alaska Native/American Indian. In Montana 10 percent of the 
population under age 18 is Alaska Native/American Indian; 
4) 2 percent of child maltreatment victims overall were Alaskan Native/American Indian. In Montana, 22 percent 
of the child maltreatment victims are Alaska Native/American Indian; 
5) 65 percent of children in the child welfare system were reunited with family in less than 12 months. In Montana 
86 percent of children in the child welfare system were reunited with family in less than 12 months; and 
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6) The median length of stay in foster care for children in care on September 30, 1998 was 22.2 months. In | 


Montana the median length of stay was 17 months. 


These statistics point out that: 
1) Montana's child welfare system and population are somewhat unique due to the percentage of the state's 
population that is American Indian; and 
2) almost 10 percent of Montana's population of children are subjects of investigations of child maltreatment. 


The Native American population in Montana presents the child welfare system with unique challenges including: 
1) fulfilling the cultural needs of Native American children; 
2) coordination with sovereign nations and their court systems; and 
3) the need for expertise in the federal Indian Child Welfare Act of 1978 among workers. 


Additionally, it would seem logical that the more children reported as possible victims of child maltreatment, the greater 


the probability that Montana will have a higher percentage of children removed from their homes. 


Montana also has a higher percentage of cases in which child maltreatment was found to exist, which may indicate: 1) 
Montana's statutory definition of child maltreatment is more easily met than that of other states; 2) children are more 
visible to the communities they live in than would be true in a more highly populated state; or 3) Montanans are more 
aware of and willing to report child maltreatment. Information contained in Table 1 indicates that a higher percentage of 
Montana's cases demonstrated emotional maltreatment, as compared to that reported in nationwide data. This data 
provides the state with indications of differences in the child welfare system in this state, as compared to those of other 
states. It also provides an opportunity to explore those differences, and to review and determine how the state's child 
welfare system might need to be changed. 


Data and outcome measures are increasingly important because the Adoption and Safe Families Act now requires 
outcome measures be used to assess the performance of states in achieving national child welfare goals. States will be 
given an opportunity to correct deficiencies found within their child welfare systems. States may be assessed financial 
penalties if compliance with federal regulations is not maintained. Previous federal assessment of state performance was 
based on procedural compliance. The new system will use state data indicators and qualitative information to determine 
a state's achievements in: 1) outcomes for children and families in the area of safety, permanency and well-being; and 2) 
systemic factors that directly impact the state's capacity to deliver services that support improved outcomes. Montana is 
tentatively scheduled to have its first review during federal fiscal year 2002 (ending September 2002). 


The Adoption Incentive Program performance incentives were included in the Adoption and Safe Families Act 
legislation. States that achieve annual numerical targets toward the goal of doubling the number of adoptions from the 
child welfare system between federal fiscal 1997 and 2002 may receive adoption incentive funds. Montana received an 
adoption incentive grant award of $56,960 in fiscal 2000. 


In summary, the requirements of the Adoption and Safe Families Act impact child welfare systems nationally as states 
implement federal requirements: 
e emphasizing the safety of the child as the paramount concern in the provision of services within the child welfare 
system; 
e shortening the time frame for reunification and/or placement in a permanent home; and 
e beginning to measure and hold states accountable (via incentives or penalties) for achieving positive outcomes for 
children. 


Chafee Foster Care Independence Program 

In December 1999, the Foster Care Independence Act of 1999 (also known as the Chafee Foster Care Independence 
Program) was enacted into law. This legislation provides states with increased opportunities to serve children who are 
aging out of foster care at age 18, as well as former foster care recipients between the ages of 18 and 20. The allowable 
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| 
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| uses of Title IV-E Independent Living funds have been expanded to include: education; career exploration; housing; 
| vocations training; job placement and retention; substance abuse prevention education; and preventive health measures. 
| Medicaid law has been changed, and now permits states to provide Medicaid coverage to youth between the ages of 18 - 
| 20 who have left foster care. This law also increases the resource limit used for the purpose of determining eligibility for 
_ federal foster care payments and increases funding for adoption incentive payments. The federal allotment to Montana 
_ for Title IV-E Independent Living funds is estimated to be $500,000 annually. The fiscal 2000 base budget includes 
_ $215,000 from this funding source. 


The Executive Budget does not include a decision package increasing the funding from this federal grant. 
Section 17-7-402(1)(e) MCA prohibits approval of a budget amendment for any matter that the requesting 
authority had knowledge of at the time a proposal could have been presented to an appropriations 
subcommittee, the House Appropriations Committee, or the Senate Finance and Claims Committee. Because the 


department has knowledge of the increase in this grant, law would prohibit approval of a budget amendment in the 2003 
_| biennium. 





Child Protective Services Proposal 

The Executive Budget includes a proposal for child protective services system changes funded with $3.4 million from 
the general fund and $1.1 million in federal funds. The CFSD believes this proposal represents the best effort to redesign 

| the child welfare system to meet the objective of balancing workload and staffing, and that this proposal should be 

| viewed as a single comprehensive approach to meeting this objective. Table 2 summaries the FTE, costs and funding 

| associated with the components included in this proposal. These components include: 


Table 2 
Child Protective Service Proposal 
of Costs and Fundin 
FIE FTE Personal 
Fiscal 2002 Fiscal 2003 Services 1 i Grants Total General Fund Federal Funds 


In-Home Services $ 1,750,000 $ 1,750,000 | $ 1,750,000 $ 
Family Group Conferencing ‘ 384,445 $ 82,486 466,931 280,159 


Family Resouce Specialist J 750,415 481,259 1,231,674 739,004 
CAPS Support Staff ‘ : 419,160 82,486 501,646 300,988 
Visitation Services ; 297,505 82,486 379,991 227,995 
Centralized Intake : - 81,670 $ 110,000 - 191,670 115,002 


Total 26.00 $ 1,851,525 $ 810,387 $ 110,000 $ 1,750,000 $ 4,521,912 | $ 3,413,147 $ 1,108,765 





In-Home Services 

The Executive Budget includes $1,750,000 from the general fund for contracted in-home services. The department's 
goals for in-home services are to prevent children from entering the foster care system, and to speed reunification by 
providing intensive services. The department estimates this increased investment in in-home services would reduce the 
foster care caseload by approximately 187 children in fiscal 2002, and by 250 children in fiscal 2003, resulting in a stable 
foster care caseload. 


Family Group Conferencing 

The Executive Budget includes 5.0 FTE, Grade 15 positions, as well as the related operating costs to implement the 

Family Group Conferencing Program statewide. The department requests funding for these positions beginning October 

1, 2001. Family group conferencing is a process used to identify and utilize family strengths to maintain children in the 
care of family members. The department estimates that in the past three years, approximately 80 percent of children 

_ served by family group conferencing remained at home or were placed with relatives. 


Family Resource Specialist 
The Executive Budget includes 11.0 FTE Grade 14 and 15 positions, in addition to the related costs to hire family 
resource workers. The department requests funding for eight positions beginning October 1, 2001, and three additional 
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positions beginning January 1, 2002. The division states that the lack of resource workers to perform licensing and | 
related duties creates problems with recruitment and training of foster and adoptive families; completion of home studies | 


for foster and adoptive families; and the provision of ongoing training and support to foster and adoptive families. 


CAPS System Support 


The Executive Budget includes 5.0 FTE, grade 16 positions, and the related costs for Child and Adult Protective Services | 
System (CAPS) system support. The department requests funding for these positions beginning October 1, 2001. This | 
component of the proposal would provide each of the five CFSD regions with a field-based expert in the use of CAPS. 


CAPS experts would: 
1) provide ongoing training and support to users in field offices, 
2) work as a team to identify the most efficient uses of the system; 
3) train users statewide; and 
4) identify and coordinate needed system improvements and changes. 


Visitation Services 

The Executive Budget includes 5.0 FTE, grade 14 positions and the related costs to provide visitation services for 
children and families in Butte, Bozeman, Billings, and Eastern Montana. The department requests funding for these 
positions beginning October 1, 2001. In addition to providing direct visitation services, these positions will be used to 
establish networks of volunteers who would be trained to help provide supervised visitations for families. The 
department estimates that 40 percent of the families receiving intensive visitation services will be successfully reunified. 
The division has also entered into a cooperative agreement with the Casey Family Program to provide intensive visitation 
services in Missoula, Great Falls, Helena, and Kalispell. Under this agreement, the Casey Family Program funds and 
supervises an intensive visitation specialist, who provides services exclusively to families on the division's caseload. 


Centralized Intake 

The Executive Budget includes funding to equip and establish a centralized phone center to complete the intake of child 
abuse and neglect referrals. Under this proposal, trained workers would perform the intake function; the details of calls 
that meet screening criteria would be sent to local investigators who would make on-site assessments of cases and 
categorize them according to the services or interventions needed. Caseworker efforts would be directed at providing 
appropriate services early. The department believes a centralized referral system would provide a number of benefits 
including reduction of inefficiencies; reduction of costs for workers on call; reduction of overtime costs; improvement in 
consistency of the screening and intake process; standardization of referral data entered into the automated system 
(CAPS); improvement in resource management; and increasing the amount of time social workers are available to 
provide direct services. 


ae The legislature may wish to ask the following questions: 


1) What programmatic and financial impact will the components of this request have on the foster care and 
subsidized adoption caseloads? 

2) How does this request interact with the requirements of the Adoption and Safe Families Act? 

3) How would the division prioritize the components of this request in the event that the request is not fully funded? 

4) What changes will be visible in local communities if this proposal were implemented? 


Saige Percent with general fund, while costs included in this proposal are funded at 60 percent with general fund. If 
items other than in-home services were funded at a rate of 49.2 percent general fund rather than 60 percent 
general fund, approximately $300,000 less would be required from the general fund. 


Similar personal service, operating and equipment costs included in the base budget are funded at 49.2 
I 
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: One of the goals of the federal Temporary Assistance for Needy Families (TANF) grant is to encourage the 
Aad : 7 eer: 
to formation and maintenance of two-parent families. Services to fulfill this goal can be provided without the 
application of income and resource eligibility criteria. However, objective criteria must be used to determine 
eligibility for services. It is possible that all - or a portion of - the in-home, family group conferencing, and visitation 
services proposed by the CFSD could be funded with federal TANF funds rather than the general fund. The legislature 
may wish consider the option of using TANF funds for this proposal. This decision would require coordination of this 
request with TANF- funded expenditure requests of the Human and Community Services Division. 












Subsidized Adoption Caseload Estimate 


Table 3 
Foster Care and Subsidized Adoption 
Summary of Clients, Costs and Costs Per Client 


Per Executive Budget 


Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal 
1996 1997 1998 1999 2000 2001* 2002 2003 


Subsidized Adoption Caseload 

No. Adoption Subsidies 449 554 673 820 970 1,198 1,378 1,584 
Annual Percent Increase (Decrease) 23.4% 21.5% 21.8% 18.3% 23.5% 15.0% 14.9% 
Subsidized Adoption Costs* $ 1,401,882 $ 1,666,449 $ 2,164,369 $ 2,743,660 $ 3,307,633 $ 3,752,677 $ 4,407,633 $ 5,617,633 
Annual Percent Increase (Decrease) 18.9% 29.9% 26.8% 20.6% 13.5% 17.5% 27.5% 
Average Costs Per Client $ 8,122. 3S 3,008 $ 3,216 $ 3,346 §$ 3,410 $ 3 .1320.$ 3,199 $ 3,546 
Annual Percent Increase (Decrease) -3.7% 6.9% 4.0% 1.9% -8.1% 2.1% 10.9% 


Foster Care : 

No. Foster Care Clients 3,528 4,079 3,381 3,561 3,579 4,003 4,124 4,249 
Annual Percent Increase (Decrease) 15.6% -17.1% 5.3% 0.5% 11.8% 30% 3.0% 
Foster Care Costs* $11,832,804 $ 12,817,431 $ 13,370,882 $ 14,252,025 $ 15,310,178 $ 19,340,278 $ 16,507,928 $ 16,822,771 
Annual Percent Increase (Decrease) 8.3% 4.3% 6.6% 7.4% 26.3% -14.6% 1.9% 
Average Costs Per Client $ 3,354. §$ 3,142 $ 3,955 §$ 4,002 $ 4,278 $ 4,831 $ 4,003 $ 3,959 
Annual Percent Increase (Decrease) -6.3% 25.9% 1.2% 6.9% 12.9% -17.1% -1.1% 


*Notes: 

Subsidized adoption costs included in this table are equal to the base budget plus present law adjustments. New Proposals are not included. 
Foster care costs included in this table are equal to the base budget plus present law adjustments. New Proposals are not included. 

Fiscal 2001 costs are estimated to be equal to the approved budget for fiscal 2001 including direct care worker restricted appropriations. 


Chart 1 
Number of Clients 
Foster Care and Subsidized Adoption 


No. Adoption Subsidies 
@No. Foster Care Clients 


No. Clients 


Fiscal Year 
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Chart 2 
Foster Care and Subsidized Adoption Costs 


$25,000,000 + 
$20,000,000 


$15,000,000 














$10,000,000 

















$5,000,000 











1997 1999 2000 2001* 2002 2003 
Fiscal Year 





Table 3 and Charts 1 and 2 illustrate the historical and requested caseload increases for fiscal 1996 through fiscal 2003. 











ean There are two issues with this request: . ie 
TSS 1) The Executive Budget includes subsidized adoption caseload information that indicates a 15 percent per 
year increase is expected for the 2003 biennium. This appears to be a conservative estimate. Since 1996, the 
lowest annual percentage increase in subsidized adoption caseload has been 18.3 percent. Additionally, in order to 
support the caseload estimates with the funds requested in the Executive Budget, the average costs per case would have 
to decline by approximately six percent between fiscal 2000 and fiscal 2002. The average cost per case then rebounds 
between fiscal 2002 and fiscal 2003, increasing by almost 11 percent. 













Adoption subsidies may be up to $10 per month less than the family foster care rate. Because family foster care rates 
increased during fiscal 2000 and fiscal 2001, it is unlikely that the cost per case in subsidized adoption will decline. 
Between fiscal 2000 and fiscal 2001, family foster care rates increase about 65 cents per day. The department estimates 
228 adoption subsidies will be negotiated and finalized during fiscal 2001. Based upon a rate increase of 65 cents per 
day, the annual cost increase for these subsidies would be $54,000 per year. Spread across the total subsidized adoption 
caseload, the $54,000 costs increase equates to an increase of $45 per case. 
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: ma Using fiscal 2000 actual caseload and costs per case as the base and assuming that: 
LFD ISSUE iphealnd 
Meo iiey e Adoption subsidies increase 18 percent per year for fiscal 2001 - 2003; and 
| e Average cost per adoption subsidy case increase $45 per year for fiscal 2001 — 2003, 
the department would need an additional $150,000 from the general fund in the first year of the biennium in order to 


support this level of caseload growth. (The LFD requested — but did not receive — a caseload estimate that included 
funding that matched the Executive Budget.) 









|2) Given the historical trends and the state and federal policy initiatives placing increased emphasis on achieving 
|| permanency for foster care children in the shortest time possible, it is unlikely that the annual rate of increase in 
|| subsidized adoption caseload will decrease at this time. Of the 203 adoptions finalized during fiscal 2000, 73 percent 
_| were eligible for financial assistance under Title IV-E of the Social Security Act, an entitlement program. Once children 
|| have entered the foster care system and are determined eligible for a Title [V-E funded adoption subsidy, it is not 
possible to deny an adoption subsidy. The division can, however, negotiate the amount of the subsidy, and the subsidy 
may be financial or the provision of Medicaid as a medical subsidy. Of the 203 adoptions finalized in fiscal 2000, 150 
received a financial subsidy. 













|| The provision of an adoption subsidy is generally a long-term obligation of the state. The costs associated with the 
subsidy can be expected to compound quickly. The average age of children placed for adoption in fiscal 2000 was 6.5 
years. Adoption subsidies normally continue until the child reaches the age of 18. In the case of a disabled child, the 
adoption subsidy may continue until the child reaches the age of 21. An adoption subsidy may be discontinued if the 
adoptive parents no longer have custody of the child. If the average age of the children placed adoptively was 6.5 years 
and the adoption subsidy is continued until the child reaches age 18, the state will have incurred costs for that one 
adoption subsidy for 11.5 years. 










| | Since it appears that the requested subsidized adoption caseload increase is less than historical experience would indicate 
| will occur, the legislature may wish to ask CFSD what actions have been or will be taken to reduce the increase in the 
number and costs of adoption subsidies below historical rates of experience. 









Foster Care Caseload Estimate 
Table 3 and Graph 1 and 2 illustrate the historical and requested foster care caseload increases for fiscal 1996 through 
fiscal 2003. 





between fiscal 2000 and 2001, and 3 percent per year in fiscal 2002 and 2003. While the actual annual 
change in the number of foster care clients is inconsistent, an annual caseload increase between | and 3 
percent would be consistent with the average annual growth in the number of clients. Based upon the estimated number 
of clients and the funding included in the Executive Budget, the average cost per case must decline more than 6 percent 
between fiscal 2000 and fiscal 2002, and an additional 1 percent between fiscal 2002 and fiscal 2003. A decline in the 
average cost per case is unlikely due to the fact that the 1999 legislature appropriated funding for a rate increase for 
foster care providers in the fiscal 2001 budget. The estimated number of clients to be served does not appear to be 
consistent with the funding requested in the Executive Budget. The LFD requested - but did not receive - a caseload 
estimate including funding that matched the Executive Budget request. Additionally, the projected foster care caseload 
costs may be understated because a decision package requesting annualization of the fiscal 2001 rate into the 2003 
biennium budget is not included in the Executive Budget. 







The Executive Budget narrative includes an estimated number of foster care clients that increases 11 percent 
ISSU 

















Using fiscal 2000 as the base and assuming that: 
e The number of cases will increase 3 percent in fiscal 2001 and then remain constant (i.e., number of cases does not 
increase in 2003 biennium); and 
e The cost per case increases 7.4 percent (due to provider rate increase annualization) in fiscal 2001 and then 
remains constant (i.e., cost per case does not increase in the 2003 biennium), 
The department would need $565,000 more from the general fund than is included in the Executive Budget. 
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Fiscal 2000 foster care costs included in the base budget vary significantly from the total costs according to 
the report compiled by the Child and Adult Protective Services System (CAPS). CAPS reports for fiscal 2000 || 
include $16,253,577 in costs, while the fiscal 2000 base budget for foster care is $15,310,178 - a difference of 

over $900,000. The LFD has requested an explanation of the difference between the fiscal 2000 base budget for foster 
care services and costs included in the CAPS report. Additionally, the LFD requested the CAPS report that summarizes 
paid foster care services by type of service. The department indicated that due to system difficulties, they have been 
unable to produce this report. 






LFD 






ISSUE 











Program Reorganization 
During fiscal 2000, DPHHS implemented several program transfers and reorganizations that impacted the Child and 
Family Services Division. These included transfer of: . 

e The federal Access and Visitation Grant from CFSD to the Child Support Enforcement Division; 

e Foster care facility (residential care) licensing from CFSD to the Quality Assurance Division; and, 

e Adult protective services from CFSD to the Senior and Long Term Care division. 
Table 4 
Child and Family Services Funding Summary 

Fiscal 2000 . Budget Request Percent of 
Fund Source Base Budget _ Fiscal 2002 Fiscal 2003 Total 





The purpose of the Access and Visitation Grant 
is to facilitate access to and visitation with 
children by non-custodial parents. The federal 
Access and Visitation Grant ($100,000) and 









General Fund $ 18,116,310 $ 22,973,355 $ 24,550,421 49.4% 












required matching funds ($ ] 0,000) were Percent of Total 45.0% 49.2% 49.4% ! 
transferred from CFSD to the Child Support | Stte Special Revenue 
Enforcement Division County Reimbursements SUZ 0G7 > 2.11067 $2,111 067 4.3% 
. Child Abuse and Neglect Program. 30,766 30,766 30,766 0.1% : 
pi 8 : y . pt Make Third Party Contributions - F.C. 583,914 666,834 688,581 1.4% | 
Responsibility for licensing foster care facilities | Kenoge Grant 749 0 0 0.0% | 
(residential care providers) was moved from | Assault, Intervention and Treatment 148,123 148,123. 148,123 0.3% | 
CFSD to the Quality Assurance Division. This | Family Preservation Conference 2,410 2,500 2,500 0.0% | 
transfer included 7.0 FTE and $217,000 from Subtotal State Special Revenue $2,877,029 $ 2,959,290 $ 2,981,037 6.0% 







7.2% 6.3% 6.0% 





Percent of Total 
Federal Funds 
TANF Benefits $ 1,311,524 $ 1,368,635 $ 1,412,076 2.8% 
Family Preservation 608,395 608,395 608,395 1.2% 
Child Justice 36,769 36,769 36,769 0.1% 
Child Welfare Services IVB 271,396 271,396 271,396 0.5% 
Crisis Nursery 58,759 30,763 30,763 0.1% 
CAPS Development 22,926 22,924 22,924 0.0% 
Foster Care and Adoption IVE 7,826,788 8,899,422 10,002,587 20.1% 
Child Abuse 79,042 79,042 79,042 0.2% 
Domestic Violence 432,198 432,198 432,198 0.9% 
Child Abuse Challenge 170,833 170,833 170,833 0.3% 
Independent Living IVE 215,229 234,795 234,864 0.5% 
Title XX - Social Services Block Gt 2,068,307 1,303,503 1,359,931 2.7% 
Cost Allocation 6,133,012 7,246,078 7,456,202 15.0% 
Adoption Incentive Funds 0 16,814 16,814 0.0% 
Subtotal Federal Funds 19,235,178 20,721,567 22,134,794 44.6% 





the general fund. The CFSD retains 
responsibility for licensing family foster care 
homes and child-placing agencies, and for 
approving adoptive homes. The department is 
also requesting legislation that would provide 
authority to license transitional living programs. 













Responsibility for the Adult Protective Services 
Program was transferred from CFSD to the 
Senior and Long Term Care Division. This 
transfer included 29.5 FTE and $1.3 million 
from the general fund. In some geographic 
areas of the state, CFSD child protective 
services workers continue to provide emergency 
response for adult protective service cases, and 













to provide back-up for adult protective service Pee ee oe ea ade 
workers.’ Case aidés continue to provide Total Funds $ 40,228,517 $ 46,654,212 $ 49,666,252 100.0% 





Annual Rate of Change 






transportation assistance to adult protective 
service clients. 


Funding 

Table 4 summarizes the funding for the CFSD. The division is funded by a combination of: general fund, state special 
revenue from county contributions and third party contributions to the costs of care, and federal funds. Federal funding 
sources include: 
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Title IV-E Foster Care and Subsidized Adoption funds; 
TANF funds; 

Social Service Block Grant (Title XX) funds; 

Title [V-B Child Welfare funds; and, 

Title IV-B part II, Family Preservation Grant funds. 









in the Child and Family Services Division. The Executive Budget for the 2003 biennium budget includes a 
| reduction of Title XX support for foster care services of almost $2.0 million. TANF funds transferred to Title 
| | XX and used in support of foster care services for the 2003 biennium are approximately $2.7 million, less than the 
| maximum allowable transfer from TANF to Title XX. For complete discussions of transferring TANF funds to Title 
_| XX, possible uses of these funds, and recommendations for legislative consideration, please refer to the TANF 
_| discussion included in the program narrative dealing with the Human and Community Services Division. 










i In fiscal 2000, $2.1 million in TANF funds transferred to Title XX were used to support foster care services 
esa 







million in fiscal 1999 to less than $600,000 in fiscal 2000. Third-party contributions reimburse both state and 
federal sources for foster care costs. The base budget for foster care services is funded at 39.3 percent with 
general fund, meaning that approximately 39 percent of the decrease in state special revenue would have offset general 


| State special revenue from third party contributions to foster care costs decreased from approximately $1.4 
ISSUE 


fund costs. The department has been unable to provide a specific explanation for the change, nor to provide schedules 
itemizing these collections by revenue source for each of the two years under discussion. Department staff believes that 
'|the decline in third party contributions may be due to procedural changes resulting in an increase in third party 
_| collections for youth in the juvenile justice system in combination with a decrease in collections for foster care clients. 
However, the department has not provided information that supports this conclusion. 





County Funding 

The 1999 legislature included language in HB 2 directing the department to present a plan to the 57th legislature that 
would create a uniform statewide system of funding Temporary Assistance for Needy Families (TANF), including 
maintenance of effort, eligibility determination for cash assistance, food stamps, Medicaid programs, and foster care 
program costs. HB 2 also stated that the plan must provide a predictable and adequate source of funding and eliminate 
the historic distinction in funding human services costs between assumed and nonassumed counties. 


In accordance with 53-2 part 8 MCA, those counties that chose to be state-assumed levy 9 mills, then forward the 
proceeds to the state. At that point, the state becomes responsible for payment of all public assistance and protective 
service costs. There has been no change in the manner in which assumed counties contribute to human services 
programs. 


Nonassumed counties contribute to the costs of protective service employees at a level equal to the county's expenditures 
for salaries, travel expenses, and indirect costs associated with protective services employees for fiscal year 1987, and 
adjusted for annual inflation as outlined in Section 52-1-110 MCA. 


Nonassumed counties also contribute to the foster care cost by reimbursing the state for half of the nonfederal share of 
foster care costs, as limited in one of the following ways. 
1) Limited to the county's level of expenditure in fiscal 1987, or 
2) If the county share of expenditures in fiscal 1987 was $10,000 or less, the county contributes at the lesser of the 
county's share of costs in fiscal 1987 or average expenditures for fiscal years 1984 through 1987. 


Changes to county contributions for protective service workers and foster care costs are included in legislation proposed 


for public assistance programs county costs. For further information, please refer to the Human and Community 
Services Division Program narrative. The Executive Budget does not include a decision package requesting a change in 
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funding in the event that legislation is enacted that changes the way counties contribute to protective service worker and | 
foster care costs. 


Legislation . 
The 1999 legislature included language in HB 2 directing the department to work with the Supreme Court to develop 
joint rules, regulations, and procedures for the foster care review process. Department staff indicated that they have 
worked with the Supreme Court Administrator's Office to prepare a bill that would provide a single foster care review 
process. The draft bill (LC0055) provides for a process based largely upon the current citizen review board process and 
includes the following components: 
e Citizen review boards would no longer be considered a pilot project; 
e New requirements for training of review board members would be implemented; 
e A listing of parties invited to the reviews would be included in statute; and 
e Deliberations of the review board would be open, and all would be present at the review. Exceptions would 
include allowing the presiding board member to close all or part of a deliberation if threat of reprisal had been 
made by someone who would be in attendance, or if confidentially laws preclude open deliberations. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 134,007 
Vacancy Savings (334,921) (336,987) 
Inflation/Deflation 7,164 14,093 
Fixed Costs 151,008 167,481 


Total Statewide Present Law Adjustments ($111,565) ($21,406) 


DP 39 - Subsidized Adoption Caseload Increase 

0.00 567,599 532,401 1,100,000 0.00 1,191,960 0 1,118,040 2,310,000 
DP 40 - Foster Care Caseload Increase 

0.00 315,120 801,960 1,200,000 0.00 397,765 104,667 1,012,286 1,514,718 
DP 60 - Leased Vehicles from DOT 

0.00 21,210 14,141 33,55. 0.00 41,688 0 PIE 69,481 
DP 62 - Field Staff Operations 

0.00 180,000 120,000 300,000 0.00 180,000 0 120,000 300,000 
DP 64 - Computer Hardware 

0.00 49,800 33,200 83,000 0.00 123,504 0 82,336 205,840 
DP 301 - Big Brothers Big Sisters Base Year Corrections 

0.00 44,792 0 44,792 0.00 44,792 0 0 44,792 
DP 303 - Fund Case Mgmt for Fort Peck Indian Reservation 

0.00 84,992 0 84,992 0.00 84,992 0 0 84,992 


Total Other Present Law Adjustments 
0.00 $1,263,513 $82,920 $1,501,702 $2,848,135 0.00 $2,064,701 $104,667 $2,360,455 $4,529,823 


Grand Total All Present Law Adjustments $2,736,570 $4,508,417 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 39 - Subsidized Adoption Caseload Increase - This decision package requests $1.8 million from the general fund and 
$1.7 million in federal funds for anticipated increases in the subsidized adoption caseload. 





aan Please refer to the program narrative for a discussion of caseload adjustments. 


ISSUE 
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DP 40 - Foster Care Caseload Increase - This decision package requests $713,000 from the general fund, $187,000 in 
state special revenue (third party contributions to the costs of care) and $1,800,000 in federal funds for anticipated 
increases in the foster care caseload. 


| Please refer to the program narrative for a discussion of caseload adjustments. 
ES 





_ DP 60 - Leased Vehicles from DOT - This decision package requests approximately $63,000 from the general fund and 
$42,000 in federal funds for nine leased vehicles in fiscal 2002 and for seven additional leased vehicles in fiscal 2003. 
These vehicles would replace existing fleet vehicles. 


_ DP 62 - Field Staff Operations - This decision package requests $360,000 from the general fund and $240,000 in federal 
funds to compensate social workers for overtime and to meet increased rental costs. 


The funding requested for overtime in this decision package represents almost twice the overtime cost of 


ee $53,664 paid in fiscal 2000. 


ISSUE 


| | This decision package also requests funding for increased rental costs. Because several divisions within the department 
| | maintain field offices, the legislature may wish to consider applying an agency-wide inflation rate for rent. (Please see 


| | the agency narrative for a discussion of rent increases.) 





DP 64 - Computer Hardware - This decision package requests $173,000 from the general fund and $116,000 in federal 
funds for the biennium to lease new computer equipment and to replace all existing desktop computers. The division 
plans to replace 50 percent of the desktop computers in fiscal 2002 and the balance in fiscal 2003 by entering into a four- 
year lease, the anticipated life of the machines. The department has included replacement of four file servers and four 
printers each year in this request. 


base. The funds requested in this decision package would increase this base by $289,000, or by 2.5 times. 

Based upon recommended personal computer costs of $2000, the funding requested in this decision package 
would replace approximately 144 personal computers - or personal computers for approximately 44 percent of the 
division's 324 full time equivalent employees. 


|| The division has equipment, computer equipment, and debt service costs totaling $108,685 in the fiscal 2000 
ISSUE 


The legislature has two options to consider with regard to replacing this equipment. 

1) Designate this funding as one-time-only so that it is not included in the fiscal 2002 base. Because the division 
intends to replace all existing desktop computers in the 2003 biennium, and because the anticipated life of the 
machines is four years, the division will not need funding to replace desktop computers in the 2005 biennium if 
this request is funded. 

Fund one-quarter of the equipment replacement costs each year and allow the funds to become part of the base 
budget. If the legislature funds one-quarter of the equipment replacement per year, the division would be funded 
to replace desktop computers on a four year schedule. 





DP 301 - Big Brothers Big Sisters Base Year Corrections - The department states that this adjustment is needed to 
maintain the Big Brother/Big Sister program at the fiscal 2000 appropriation level as a result of an accounting error 
resulting in $44,792 of costs being left unrecorded at fiscal year end, causing an understatement of the base budget. 
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DP 303 - Fund Case Mgmt for Fort Peck Indian Reservation - This decision package requests approximately $170,000 | 
from the general fund for the biennium to expand a contract for services for Title IV-E eligible children on the Fort Peck 
Reservation. 





The division currently contracts with the Fort Peck Indian Reservation and passes through federal Title | 
IV-E reimbursement for permanency planning and licensing services. The general fund request in this 
decision package would be used to draw additional federal funds and would allow the department to || 


LFD 
COMMENT 


expand the contract with the Fort Peck Indian Reservation. This would allow Tribal Social Services to provide foster 
care case management services to Title IV-E eligible children on the reservation. The division currently contracts with 
six of the seven reservations for the provision of foster care case management services to Title IV-E eligible children. 


New Proposals 
State Federal State Federal 
Program General Special Special General Special Special 


DP 118 - Foster Care Rate Increase 
0.00 221,045 119,024 340,069 ; 227,720 122,619 
DP 122 - Subsidized Adoption Rate Increase 
0.00 387,088 363,082 750,170 : 812,885 762,472 
DP 123 - Foster Care Facilities Rate Increase 
03 0.00 120,026 64,630 184,656 ) 127,361 68,579 
DP 135 - Title XX Reduction 
03 0.00 977,234 (977,234) 0 : 977,234 (977,234) 
DP 139 - Child Protective Services 
03 18.75 1,538,537 525,693 2,064,230 1,874,608 583,074 
DP 302 - CAPS Childcare 
03 0.00 350,000 0 350,000 . 350,000 0 











Total 18.75 $3,593,930 $95,195 $3,689,125 $4,369,808 $559,510 


New Proposals | ; 
DP 118 - Foster Care Rate Increase - This decision package requests approximately $449,000 from the general fund and 
$242,000 in federal funds, in order to provide a rate increase of 50 cents per day for family foster care. 








oa The funding included in this decision package is sufficient to provide family foster care providers a 50-cent- 
uD per-day rate increase in the first year of the 2003 biennium and to maintain funding of that increase during the 
second year of the 2003 biennium. The funding requested is not adequate to provide a 50-cent-per-day rate 

increase in both years of the 2003 biennium. The LFD requested information detailing the calculation of the rate 
increases included in the Executive Budget. Calculations matching the funding included in the Executive Budget were 
not received. The base budget for foster care services is funded approximately 50 percent with general fund and state 
special revenue and 50 percent with federal funds. However, 65 percent of the costs included in this decision package 
are funded with general fund. (Please refer to the agency narrative for a complete discussion of provider rate increases.) 









DP. 122 - Subsidized Adoption Rate Increase - This decision package requests approximately $1.2 million general fund 
and $1.1 million federal funds for the biennium to provide a 50-cent-per-day rate increase for families receiving adoption 
subsidies on behalf of adoptees. The department seeks maintenance of adoption subsidies at $10 per month less than the 
costs of family foster care. 
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adoptions for the year and by 365 days per year, the estimated increase per day of care is $1.49 in fiscal 2002 

and $2.72 in fiscal 2003. This is considerably greater than the 50 cents per day described in the decision 
| package narrative. The LFD requested information detailing the calculation of the rate increases included in the 
| Executive Budget. Calculations matching the funding included in the Executive Budget were not received. 
| The adoption subsidy payment is negotiated at such time as an adoption is finalized. Subsidies for finalized adoptions 
| may be up to $10 per month less than the costs of family foster care. Thus, as family foster care rates rise, the adoption 
'| subsidies negotiated during that year also rise. Subsidies negotiated for adoptions finalized in preceding years do not 
| automatically receive a rate increase. (Subsidies for adoptions finalized in preceding years may be renegotiated if the 
| family requests a review of the financial subsidy.) 








| When the funding requested in this decision package is divided by the projected number of subsidized 
|] ISSUE 


DP 123 - Foster Care Facilities Rate Increase - This decision package requests approximately $247,000 general fund and 
$133,000 federal funds to provide a 3 percent per year rate increase for foster care facilities. 


reimbursed to foster care facilities, there is adequate funding in this decision package to fund a three percent 

provider-rate increase in the first year of the biennium and to maintain funding of that increase in the second 

'| year of the 2003 biennium. However, sufficient funding is not included in this decision package to provide a three 

percent per year increase as described in the narrative. The LFD requested information detailing the calculation of the 

rate increases included in the Executive Budget. Calculations matching the funding included in the Executive Budget 
were not received. 


Assuming total foster care costs for fiscal 2000 were $15,300,000 and that $6,150,000 of the total costs were 
ISSUE 


The base budget for foster care services is funded at approximately 50 percent with general fund and state special 
revenue and 50 percent with federal funds. However, 65 percent of the costs included in this decision package are 
funded with general fund. (Please refer to the agency narrative for a complete discussion of provider rate increases.) 


DP 135 - Title XX Reduction - This proposal requests almost $2.0 million from the general fund to replace TANF funds 
transferred to Title XX for use in providing foster care services. Beginning in fiscal 2001, federal regulation reduced the 
maximum amount of TANF funds that may be transferred to Title XX from 10 percent to 4.25 percent. 


transfer of TANF funds to Title XX, and to the TANF section included in the program narrative for the 


For a complete discussion of TANF transfers, please refer to the section of the program narrative dealing with 
oh Human and Community Services Division. 





DP 139 - Child Protective Services - This decision package requests $3.4 million from the general fund and $1.1 million 
in federal funds to implement a redesign of the child welfare system in Montana so that workload and staff size are 
balanced. 


Please refer to the program narrative for a discussion of this proposal. 
ISSUE 
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DP. 302 — Child Protective Services Childcare - This decision package requests $700,000 from the general fund for the | 
biennium to increase the availability of child protective service childcare. Child protective services childcare provides | 
financial support to birth and foster-care families in need of childcare that are ineligible to receive funding from other | 
childcare funding sources. The department stated that during fiscal 2000, the funding for child protective services 

childcare ran out in the first six months of the year 


that 95 percent of child protective services childcare funds are used to fund childcare services for foster |) 
parents. The number of families served and the amount of funds expended from Child Care Development |} 
Funds (CCDF) in support of childcare services for foster care families is currently unavailable. Foster care families who || 
receive childcare funded with CCDF must meet CCDF income and program eligibility requirements. 
The legislature may wish to: 
1) Consider funding child protective services childcare in conjunction with family foster care rates; 
2) Include funding for child protective services childcare in the foster care budget, rather than funding it as a} 
separate item; and | 
3) Direct the department to collect and make available information regarding the number of foster care families and | | 
children served by CCDF funds, as well as the amount of CCDF funds expended on behalf of foster care | | 
children. | 


This request doubles the funding available for child protective services childcare. Division staff estimates | 
ISSUE 
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Program Proposed Budget 


PL Base 
Adjustment 
Fiscal 2002 


New 
Proposals 
Fiscal 2002 


Base 
Budget 


Budget Item Fiscal 2000 


IFIE 31.50 0.00 2.50 
1,269,796 PSD 
935,812 DAS 


11,897 0 


98,175 
74,913 
1,650 


Personal Services 
Operating Expenses 
Debt Service 

Total Costs $2,217,505 $326,438 $174,738 
550,778 
966,273 
700,454 


45,837 
220,957 
59,644 


30,054 
117,006 
27,678 


General Fund 
State/Other Special 
Federal Special 





Total Funds $2,217,505 $326,438 $174,738 


Program Description 


04-DIRECTOR'S OFFICE 


Total 
Exec. Budget 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 02-03 


PL Base 
Adjustment 
Fiscal 2003 


New 
Proposals 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2002 


34.00 0.00 2.50 34.00 
98,511 
75,816 


1,650 


1,487,372 
1,290,241 
13,547 


1,479,130 119,065 
1,226,004 278,613 
13,547 0 
$2,718,681 $397,678 $175,977 $2,791,160 
29,975 
118,395 
27,607 


630,527 
1,367,912 
T92,721 


626,669 
1,304,236 
787,776 


49,774 
283,244 

64,660 
$2,718,681 $2,791,160 


$397,678 $175,977 


The Director's Office provides overall policy development for the department. The Director's Office also coordinates the 
Montana Telecommunications Access Program, which purchases telephone communications devices and relay services 
for hearing- or speech-impaired persons. Included in the Director's Office functions are legal affairs, personnel services, 
public information, and state and local relations. The Board of Health and Human Services Appeals, the Public Health 
and Human Services Statewide Advisory Council, and the Montana Health Care Advisory Council are administratively 


attached. 


Program Narrative 


The Director's Office budget requests increases about $760,000. General fund as a percent of the request declines from 
24.8 percent to 23.1 percent. State special revenue supports the bulk of the increase. 


The most significant changes in the budget request are: 


e 1.0 FTE and $570,000 state special revenue to fund increases in the Montana Telecommunications Access 


Program (MTAP) program; 


e 1.5 FTE and about $268,000 total funds over the biennium to staff the prevention coordination and resource 


function; and 


e Statewide present law adjustments of about $259,000. 


Table 4-1 
Director's Office Funding 
Fiscal 2000 Executive Request 
Actual 2002 2003 
$ 550,778 $ 626,669 $ 630,527 
24.8% 23.1% 22.6% 


Percent 
of Total 
22.6% 


Fund Source 
General Fund 
Percent of Total Funds 
State Special Revenue 
ICC Donations 
Telecommunications Access 
Indirect 
Subtotal SSR 
Percent of Total Funds 
Federal Funds 
Indirect 


107,010 
9375239 
259,987 


1,304,236 
48.0% 


107,010 
999,258 
261,644 
1,367,912 
49.0% 


37,010 
695,226 
234,037 
966,273 

43.6% 


787,776 28.4% 


29.0% 
$ 2,718,681 


10.73% 


WZ LL 


29.2% 
$ 2,791,160 


2.67% 


700,454 


25.8% 


$2,217,505 100.0% 


Total Funds 


Annual Rate of Change 





PUBLIC HEALTH & HUMAN SERVICES B-57 


Funding . 
Funding consists of 23 percent general fund, 49 percent 
state special revenue, and 29 percent federal funds. 


State special revenue funds are derived through 
Interagency Coordinating Council funding transfers, the 
DPHHS cost allocation plan, and the Montana Telephone 
Assistance Program (MTAP) tax -- a monthly ten-cent 
assessment on every telephone line in the state. This 
assessment is collected by telecommunications services 
providers. 


Federal funds are a portion of federal grants received by 
the department, and are used to pay administrative costs 
associated with the Director's Office. General fund pays 
remaining division costs. 
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Table 4-2 
Montana Telecommunications Revenue/Fund Balance 


Fund Balance/Fee Income/ 
Expenditures FY1994 FY1995 FY1996 FY1997 FY1998 FY1999 FY2000 FY2001* FY2002* FY2003* 


Beginning Fund Balance $ 571,847 $540,271 $601,777 $555,530 $722,780 $654,739 $723,352 $832,301 $854,894 $ 855,223 
Fee Collections 495,108 663,418 598,991 698,081 713,008 — 770,391 850,402 892,922 937,568 984,447 


Total Funds Available 1,066,955 — #HHHHHHHE fHAHHHEH 7HHAAHHHE THA HABA THA HAE HHHBHHHE 1,839,070 


Operating Expenses 526,684. , 601,912.05 (645,238) 5 9 529;8552) 689,195 50 7017770 6 1695,226 48701529 937,239 999,258 
Adjustments = : - 976 91,854 46,227 - - 


Year End Balance* $ 540,271 $ 840,412 


Year End Balance Assuming Historic Revenue Growth Rate** $888,910 $955,684  ##HHHHHHH 
*Estimated revenue increase based on half of annual rate of change from fiscal 1994 through fiscal 1999. 
**Estimated year end balance assuming historic 9 percent rate of growth. 





Table 4-02 shows the historic and projected fund balance for the telephone line tax supporting MTAP. The actual ending 
fund balance for fiscal 2000 was $832,301. Revenues are projected to grow at rates of 5 percent annually, which is about | 
half the historic rate of growth. This leaves a projected ending fund balance of approximately $860,000 in fiscal 2003. 
If revenue growth continues at historic rates, the ending fund balance would be slightly more than $1 million. 


oan The ending fund balance of the state special revenue fund supporting the MTAP program is projected to equal 

HD nearly one year's annual budget. The legislature could consider whether to leave the balance, modify the tax 

rate, or transfer some of the balance to the general fund. Section 53-19-310, MCA would need to be amended 

to allow transfer of some of the telecommunications cash balance to the general fund or to reduce the tax rate. If revenue 

growth continues at historic levels, and if the two LFC issues identified in decision packages 200 and 98 are considered, 
the legislature could consider transferring up to $750,000 to the general fund. 


Two other administrative program issues affect program expenditure levels and ending fund balance: 
LFD ; aes res 
ato 1) Means testing for MTAP eligibility; and 
2) Inclusion of a new disability type eligible to receive services. 


Potential legislative action relative to these issues could affect program expenditures as well as the projected ending fund 
balance in the telephone line tax state special revenue account. 


Means Testing 
Section 53-19-306 (1), MCA, requires the MTAP to establish an appropriate means test for participation in the program. 
Statute does not define "appropriate." 


The MTAP has established income eligibility for individuals but not for families. Financial eligibility for an individual 
is established for incomes of less than $35,000 annually, which is 419 percent of the year 2000 federal poverty level. 
Most other means-tested programs administered by DPHHS, and which are supported solely by state funds, have 
established eligibility at less than 200 percent of the federal poverty level. Most other means-tested programs have also 
established means testing for families. 


The Director of Legal Services of the Legislative Services Division, in reviewing Section 53-19-306(1), MCA, 
commented that the delegation of authority allowing the Executive Branch to establish a means test is a very broad 
delegation of legislative authority. This statute is potentially in violation of Article III, Section 1 of the Montana 
Constitution, which describes separation of powers among the branches of state government. 
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| Bae 
| (Continued) 


|| Depending upon the legislative policy decisions made with respect to these issues, an amendment to statute may be 


The legislature may wish to discuss whether: 
1) Financial eligibility for MTAP is adequate; 
2) MTAP should establish means tests for families with eligible individuals; or 
3) Section 53-19-306(1), MCA, should be amended to define an upper income eligibility limit. 





| Tequired. 


| New Disability Type 

| Section 53-19-302(3), MCA, defines a person with a disability to be "a person who is deaf and blind, deaf, hard-of- 
| hearing or speech impaired." MTAP recently added "mobility impaired" to the list of disabilities qualifying a person to 
| teceive telecommunication services. That change extends eligibility for program services not contemplated by the 


legislature. The legislature may wish to determine whether to: 
1) Amend Section 53-19-302(3), MCA, to expand the definition of person with a disability to include mobility 
impairment; or 
2) Instruct MTAP to adhere to existing statutory guidelines in program design. 


|] Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


| Personal Services 150,257 
] Vacancy Savings (39,098) 


Inflation/Deflation 2,554 


| Fixed Costs 10,142 


Total Statewide Present Law Adjustments $123,855 


DP 200 - MTAP Sprint Relay 
0.00 202,583 202,583 i 262,370 


Total Other Present Law Adjustments 
$0 $202,583 $202,583 : $0 $262,370 $262,370 


Grand Total All Present Law Adjustments $326,438 $397,678 





Executive Present Law Adjustments 


The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 200 - MTAP Sprint Relay - The Executive Budget is requesting $464,953 state special revenue over the biennium to 
meet increased contract costs associated with relay services for the MTAP. The MTAP provides telephone service and 
equipment for persons who are deaf or hard of hearing. . The request is for anticipated rate increases as well as a 10 
percent annual utilization growth based on historic changes made since 1989 


MTAP currently contracts for telephone relay services. The contractor has informed DPHHS that it will increase the per- 
minute charge for relay services as a result of new Federal Communication Commission rulings on standard mandatory 
relay services. The base budget rate is $1.20 per relay minute. The Executive Budget is based on a rate of $1.50 per 
minute (a 25 percent increase). 


_ MTAP is funded from state special revenue through a monthly 10-cent charge on each telephone line. 
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New Proposals 


State Federal State Federal 
Prgm General Special Special General Special Special 


DP 96 - AmeriCorps* VISTA Program 
04 .00 0 70,000 : : 70,000 


DP 97 - MTAP Human Services Specialist FTE 

0. 1.00 36,439 ; ‘ 36,566 
DP 98 - MTAP Moter Pool Vehicles 

04 0.00 0 4,288 0 4,288 : 0 5,566 
DP 156 - Prevention Resource Center 

04 1.50 30,054 6,279 27,678 64,011 : 29,975 6,263 


Total 2.50 $30,054 $117,006 $27,678 $174,738 : $29,975 $118,395 


New Proposals 

DP 96 - AmeriCorps* VISTA Program - DPHHS is requesting $140,000 in state special revenue over the biennium to 
maintain the current number of AmeriCorps* VISTA volunteers, and to continue the AmeriCorps*VISTA contract with 
the Corporation for National and Community Service (CNCS). There are currently 5 cost-share volunteers and 20 CNCS 
supported volunteers in Montana. DPHHS anticipates that five more cost-share volunteers will be placed in fiscal 2001. 
The state special revenue is an annual fee paid by the community program requesting AmeriCorps* VISTA services. 


Each community program must submit an outline of the project the volunteer will be involved with as well as the project 


duration. The fee paid by the community is based upon the number of years needed to accomplish project goals. 


DP 97 - MTAP Human Services Specialist FTE - The Executive Budget includes $73,005 state special revenue over the 


biennium for 1.0 FTE human services specialist position for MTAP. This position will be responsible for providing — 


installation, service and training in use of telephone devices and related equipment for deaf and hearing-impaired 
Montanans. 


The 1999 Legislature appropriated approximately $46,000 annually to hire a consultant to provide installation, service 
and training during the 2001 biennium. DPHHS determined that an FTE could perform these duties at a savings of 
$20,000 over the biennium, as compared to the cost of using contracted services. Currently these services are being 
provided by 1.00 modified FTE. 


LFD The Executive Budget requests only the salary and benefits cost of the FTE. If rent, travel and other 
COMMENT operating costs are included, the cost of an FTE may not be as efficient as using contracted services. 





DP 98 - MTAP Moter Pool Vehicles - The Executive Budget includes $9,854 in state special revenue over the biennium, 
which will be used to lease two vehicles from the Department of Transportation. MTAP employees would use the 
vehicles for distribution and training in the use of equipment, and to provide equipment service. DPHHS estimates that 
biennial travel expenditures for two employees using private cars would be $19,500, as compared to the cost to lease 
passenger cars for $12,702. 








a motor pool lease, depending upon the model of vehicle leased. The Executive Budget includes one of the 
most expensive lease options. If a smaller vehicle - such as a Jeep Cherokee or other all-terrain vehicle - were 
leased, the legislature would be able to refrain from taking action or could increase the budget by $118 in fiscal 2002 and 
$127 in fiscal 2003. Given these scenarios, the department could still lease two vehicles. 







DPHHS is requesting additional spending authority when base budget expenditures may be adequate to cover 
ISSU 
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| DP 156 - Prevention Resource Center - The Executive Budget includes $127,856, including $47,307 general fund, over 


[ 





|) the biennium for an additional 1.50 FTE to provide staff for the Interagency Coordinating Council on State Prevention 
| (CC) and the Prevention Resource Center. The ICC is statutorily mandated (section 2-15-225, MCA, enacted by the 














1993 legislature). 





| The Prevention Resource Center was created in 1996 by DPHHS, when the VISTA program was initiated. The 


_ Prevention Resource Center is a central, statewide resource for prevention-related materials. It publishes the Prevention 


| Connection newsletter and manages the related contract, administers the AmeriCorps* VISTA program, and carries out 
| the statutory duties of the ICC. The Prevention Resource Center is currently staffed with two 0.50 FTE program officers. 


increase supporting the justification to add 1.50 FTE is primarily dependent on an increase in the number of 
the AmeriCorps* VISTA program volunteers who are placed in Montana during fiscal 2001. It appears that 
only 0.50 FTE would be used to support program expansion. Funding for that FTE should be supported by state special 


| The legislature may wish to review the specific duties of each FTE requested. The identified workload 
So 


|| revenue and federal funds. 


| The remaining 1.0 FTE is requested to support the two 0.5 FTE program officers in managing the ICC and Prevention 
_| Resource Center programs, thus ensuring full compliance with program guidelines. It is unclear from documentation in 


the Executive Budget what type of workload increase would be managed by the FTE. 


|| The legislature may also wish to consider whether other, newly-initiated agency projects managed by the ICC and the 








| Prevention Resource Center are contributing to the need for additional staff. For instance, DPHHS initiated a new 


agencywide advisory council in the fall of 2000, which is supported by staff from these units. 
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Program Proposed Budget 


Base PL Base 
Budget Adjustment 


Budget Item Fiscal 2000 Fiscal 2002 


BLE 


Personal Services 
Operating Expenses 


Equipment 


Local Assistance 


Debt Service 
Total Costs 


General Fund 


State/Other Special 


Federal Special 


Total Funds 


189.75 


6,071,450 
2,278,971 
0 

6,249 
12,458 


$8,369,128 
211 
2,327,013 
6,041,904 


$8,369,128 


0.00 


778,337 
177,415 
0 
0 
0 


$955,752 
(211) 
710,199 
245,764 


$955,752 


New 
Proposals 
Fiscal 2002 


2.00 


80,374 
1,012,414 
0 

0 

0 


$1,092,788 
0 

338,548 
754,240 


$1,092,788 


Total 


. Exec. Budget 


Fiscal 2002 


LOS 


6,930,161 
3,468,800 
0 

6,249 
12,458 


$10,417,668 
0 

3,375,760 
7,041,908 


$10,417,668 
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PL Base New Total Total 
Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


0.00 


814,543 
155,408 
0 
0 
0 


$969,951 
(211) 
714,735 
255,427 


$969,951 


0 
0 
0 


$970,657 
0 
330,023 
640,634 


$970,657 


bO1-75 


6,966,650 


3,324,379. 


0 
6,249 
12,458 


$10,309,736 
0 

3,3715771 
6,937,965 


$10,309,736 


LON 75 


13,896,811 


13,979,873 


$20,727,404 





Program Description 

The Child Support Enforcement Division (CSED) 2003 biennium budget request is $4.0 million greater than the 2001 
biennium. Present law adjustments add $1.9 million; new proposals add an additional $2.1 million. The Executive 
Budget request is funded entirely with state special revenue and federal funds and includes no general fund support for 


CSED. 


The most significant changes in the Executive Budget include: 
e $1.1 million for an increased level of effort for the System for Enforcement and Recovery of Child Support 
(SEARCHS); ; 
e $.4 million in funding for contracted services to prosecute criminal nonsupport cases; and 
e $.3 million in funding for financial institution data matches. 





Since the passage of the Personal Responsibility and Work Opportunities Reconciliation Act (PRWORA) - legislation 
establishing welfare reform - the majority of significant policy decisions faced by CSED have been related to welfare 
reform. PRWORA requirements impacting CSED include: 

1) The requirement to collect Social Security Numbers from all individuals applying for recreational licenses; 

2) New hire reporting requirements; and 

3) Financial institution data matches. 


Other significant federal legislation included the Child Support Performance and Incentive Act of 1998, which mandated 
a revised method for calculating incentive payments. 


States must maintain a child support enforcement plan Table 1 
meeting the specific requirements of: Child Support Euteenen Division Funding Summary 
é i. 4 Fiscal 2000 Budget Request Percent of 
1) Title IV-D of the Social Security Act in order to | Fund source Base Budget Fiscal 2002__Fiscal 2003 Total 
receive federal funds available under Title [TV-D; | General Fun $ 211 $ Ri ; 0.0% 
an d Percent of Total 0.0% 0.0% 0.0% 
2 p State Special Revenue 
2) PRWORA in order to receive the federal Child Support State Share 2,327,013 3,375,760 3,371,771 32.1% 
Temporary Assistance for Needy Families Subtotal State Special Revenue 2,327,013 3,375,760 3,371,771 32.7% 
oT ANF) block grant Percent of Total 27.8% 32.4% 32.7% 
Federal Funds 
‘ TANF Benefits 198,281 247,331 248,190 2.4% 
Funding Access and Visitation Grant 41,858 100,000 100,000 1.0% 


Table 1 summarizes the funding of CSED for the 2003 
biennium as compared to the fiscal 2000 base budget. The 
2003 biennium budget for CSED is funded by state special 
revenue (approximately 33 percent) and federal funds 
(approximately 67 percent). The primary sources of state 
special revenue for CSED consist of: 


Child Support IVD 66 percent 5,718,559 6,610,198 6,505,396 63.1% 

Child Support IVD 90 percent 83,206 84,379 84,379 0.8% 
Subtotal Federal Funds 6,041,904 7,041,908 6,937,965 67.3% 
Percent of Total 72.19% 67.60% 67.30% 

Total Funds 8,369,128 $ 10,417,668 $ 10,309,736 


100.0% 
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1) Retention of the state's share of child support collections for clients who receive or have received assistance from 
Families Achieving Independence in Montana (FAIM), Montana's TANF program; and 
2) Performance-based incentive funds awarded by the federal government. 










| The state share of child support collections is equal to the federal medical assistance participation rate. This amount is 
| estimated to be 27.12 percent in fiscal 2002 and 26.98 percent in fiscal 2003. Revenue generated from the retention of 

















' FAIM collections between fiscal 1997 and fiscal 2000. ae 
i Child Support Enforcement 
| Ved TANF Collections 
| Chart 2 illustrates the decline in the FAIM caseload 
|\between fiscal 1997, the year that marked the $12,000,000 perenne 
|| beginning of welfare reform, and fiscal 2000. $10,000,000 -—— >< — oe 
| ” $8,000,000 +— - : —e TANF Collections 
; = $6,000,000 +— 
| Revenue generated from the retention of the state's Begs hea ~~ State Share of 
| share of FAIM collections is expected to continue to 52,000,000 es ee TANF Collections 
) decline slightly over the 2003 biennium. However, the 9) Se 
| change in the methodology used to calculate federal Fiscal Fiscal Fiscal Fiscal 
| incentives has proven beneficial for Montana. 1997 1998 1999 2000 
| Revenue collected from federal incentive funds are au 





| projected to increase between fiscal 2000 and fiscal 
| 2003, the phase-in period for this change. State special 
| revenue from federal incentive funds is expected to be 
| slightly over $3.0 million and is anticipated to stabilize 
| at that level. 





Chart 2 
FAIM (TANF) Caseload 


| Other sources of federal funds supporting CSED 000 bee zw 

1) The Temporary Assistance for Needy Families ee 
(TANF) block grant ($495,521), which 000 +e a 
supports 7.0 FTE liaisons whose duties are to ones 
help welfare recipients and workers in welfare Fiscal Fiscal. Fiscal Fiscal 
offices understand child support; and 1997. 1998 1999 2000 

2) The Access and Visitation Grant ($200,000), a 
federal grant with the objective of facilitating 
access to and visitation with their children by 
noncustodial parents. 
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The 1999 legislature appropriated general fund monies of $1.3 million to CSED as a one-time-only || 
appropriation because state special revenue collections were expected to decline to 26 percent of the 
funds needed to operate the division. During the 1999 legislative session, it was anticipated that state I 
special revenue would decline due to: 

1) A reduction in FAIM caseloads; 

2) Changes in federal regulations governing the distribution of child support collections; and 

3) Changes in federal regulations governing the distribution of federal child support collection incentive funds. 


1D 
COMMENT 


The 1999 legislature also appropriated approximately $1.4 million from the general fund for the 2001 biennium in |/ 
support of SEARCHS system costs previously funded with state special revenue from child support collections and 
incentive funds. In summary, the 1999 legislature provided $2.7 million from the general fund to support costs 
previously supported by state special revenue generated by CSED. 


CSED expended the general fund appropriated for the 2001 biennium. Because this was designated one-time-only (OTO) 
funding, it was not included in the division's base budget for the 2003 biennium. The Executive Budget does not request 
any general fund support for this program in the 2003 biennium. However, the Executive Budget does request continued 


general fund support for SEARCHS costs included by the Operations and Technology Division. 


As illustrated by Table 2, state 
LFD : 
St} special revenue collected during 

fiscal 2000 was inadequate to 
meet all CSED expenditures and SEARCHS 
system costs. If these costs had been 
funded through state special revenue 
collections, the child support state share 
fund would have a deficit of approximately 
$440,000 in fiscal 2000 and an estimated 
$750,000 in fiscal 2001. 


Because some CSED and SEARCHS costs 
were supported by the general fund in fiscal 
2000, the child support state special revenue 
account had a balance of approximately 
$1.1 million at the end of fiscal 2000 (see 
Table 2). The ending balance in the child 
Support state share fund suggests that the 
general fund support used for CSED and 
SEARCHS costs in fiscal 2000 was greater 
than necessary. Section 17-2-108, MCA 
provides for the expenditure of nongeneral 
fund money first, and states that general 
fund appropriations will be reduced and 
nongeneral fund appropriations increased if 
the nongeneral fund money can _ be 
substituted. Thus, the department could 
have reduced the general fund appropriation 


Table 2 


Summary of State Special Revenue Fund - Child Support Collections 
Comparison of 2001 Biennium with and without General Fund Support 
2001 Biennium with 


General Fund Support General Fund Support 


Description 
Beginning Balance 
Revenues: 
State Share of TANF Collections 
Federal Incentive Funds 
Other Revenue 
Total Revenues 
Expenditures: 
CSED Adjusted Base Budget* 
CSED Present Law Adjustments 
CSED New Proposals 
Cost Allocation 


Costs Supported by General Fund: 
CSED 
SEARCHS System* 


Total Expenditures 
Revenue Over (Under) Expenses 


Ending Balance 


*Notes: 


Fiscal 2000 _‘ Fiscal 2001 


$ 400,949 


1,242,632 
1,946,280 


23,162 


$ 3,212,074 


2,327,013 


145,613 


$ 2,472,626 
739,448 


$ 1,140,397 


CSED is the Chiid Support Enforcement Division. 
SEARCHS is the System for the Enforcement and Recovery of Child Support. 
In the 2001 biennium CSED received a general fund subsidy of $1.3 million. 
In the 2001 biennium SEARCHS system costs were funded with 
general fund instead of state special revenue from child support collections. 
Fiscal 2001 costs supported by general fund are estimated for CSED to be equal 
the fiscal 2001 general fund appropriation and for SEARCHS to be equal to 
fiscal 2000 costs plus 3 percent inflation. 


for fiscal 2000 and utilized state special revenue instead. 
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$ 1,140,397 


1,180,500 
2,689,863 


18,000 


$ 3,888,363 


2,420,196 


150,000 


$ 2,570,196 
1,318,167 
$2,458,564 


2001 Biennium without 


Fiscal 2000 _ Fiscal 2001 


$ 400,949 


1,242,632 
1,946,280 


23,162 


$ 3,212,074 


2,327,013 


145,613 


647,042 


933,136 


$ 4,052,804 


(840,730) 
$ (439,781) 


$° (439,781) 
1,180,500 


2,689,863 
18,000 


$ 3,888,363 


2,420,196 


150,000 


667,379 * 


961,130 
$ 4,198,705 
__10,342) 


$ (750,123) 
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As Table 3 indicates, if SEARCHS system costs and the budgetary increases requested by CSED are funded 
from state special revenue, the expenditures in each year of the 2003 biennium will exceed anticipated 
revenues. However, 2003 biennium expenditures in excess of revenues collected could be funded with state 
| special revenue since a balance of approximately $2.5 million is anticipated in this fund by the end of fiscal 2001. While 

this strategy reduces general fund needs in the 2003 biennium, it does not resolve the ongoing structural balance of the 
|| child support collection state special revenue fund. The solvency of the fund cannot be maintained if expenditures 
| | exceed revenues on an ongoing basis. 


LFD 
ISSUE 








| | In summary, two issues must be considered: Table 3 
1) Some or all of the SEARCHS costs Summary of State Special Revenue Fund - Child Support Collections 
included in the Operation Technology Actual Fiscal 2000 and Projected Fiscal 2001, 2002 and 2003 
Division budget and funded by | Description Fiscal 2000 _ Fiscal 2001 _ Fiscal 2002 _ Fiscal 2003 
general findeduldibe funded by ete pe tit Balance $ 400,949 $ 1,140,397 $ 2,458,564 $ 1,943,072 
special revenue from child support State Share of TANF Collections 1,242,632 1,180,500 1,121,475 1,065,402 


collections: and Federal Incentive Funds 1,946,280 2,689,863 2,965,620 3,035,588 


; : Other Revenue 23,162 18,000 18,000 18,000 
While the ending fund balance is Sar oe 
Total Revenues 3,212,074 3,888,363 4,105,095 4,118,990 


sufficient to provide adequate state Bxpenditures: 

special revenue to fund SEARCHS CSED Adjusted Base Budget* 2,327,013 2,420,196 3,002,016 + —-3,015,360 
and CSED costs in the 2003 CSED Present Law Adjustments 35,196 26,388 
bi ‘ . t CSED New Proposals 338,548 330,023 
NC Pe abege CVeDUCS are nO Cost Allocation 145,613 150,000 150,000 ~—_150,000 
adequate to sustain ongoing SEARCHS System * 3 1,094,827 1,160,660 


expenditures of state special revenue. Total Expenditures 2,472,626 2,570,196 4,620,587 4,682,431 
Revenue Over (Under) Expenses 739,448 1,318,167 (515,492) (563,441) 


The future solvency of the child support | Ending Balance $ 1,140,397 $2,458,564 $ 1,943,072 $ 1,379,631 
collection state special revenue fund is further 
impacted by pending federal legislation that oS 

, & ; CSED is the Child Support Enforcement Division 
would change the regulations regarding pass- | SEARCHS is the System for the Enforcement and Recovery of Child Support 
through of child support payments to families. In the 2001 Biennium budget CSED received a general fund subsidy of $1.3 million. 
This legislation would mandate that child In the 2001 Biennium budget SEARCHS system costs were funded with 

Mae general fund instead of state special revenue from child support collections. 

support collected for families formerly on 
welfare be passed through to the family. 
States would no longer be able to retain a portion of the collections. If this legislation is enacted, collections of state 
special revenue would likely decline. Additionally, it is unclear how the current requirement to repay the federal 
government its share of collections would be altered. 


This legislation might contain a provision that the state would not have to repay the federal government its share of 
collections and/or a provision that all or part of the revenue lost due to pass-through of child support could be funded 
with federal TANF funds. Ultimately, however, the financial implications of this legislation cannot be quantified at this 
time. 


The legislature may wish consider the following questions and considerations. 
1) Should state special revenue from child support collections be used to support SEARCHS costs in the Operations 
Technology Division? 

a) If 100 percent of the general fund costs included in the Operations Technology Division budget for 
SEARCHS are funded with state special revenue rather than general fund, the state special revenue fund 
would have a projected ending fund balance of $1.4 million at the end of the 2003 biennium. 

b) Expenditures in the child support state special revenue fund could be balanced with expected revenues 
by funding $1,078,933 of CSED and/or SEARCHS costs funded in Operations Technology Division 
with general fund. 

c) Expenditures in the child support state special revenue fund could be balanced with expected revenues 
by reducing CSED costs and/or SEARCHS costs included in Operations Technology Division by 
$1,078,933. 
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d) General fund and/or state special revenue from child support collections could be 


ed haan replaced by charging fees to those customers able to pay for services received. 


(Continued) 


2) Does the legislature wish to provide general fund support for CSED or SEARCHS costs in the event that: 

a) Collections of state special revenue are less than projected; 

b) Federal legislation restricts the state's ability to retain a portion of child support collections and does not 
provide an alternate funding source for reduction in collections; or 

c) Federal legislation restricts the state's ability to retain a portion of child support collections and provides 
funding to replace the lost federal funds, but does not replace lost state special revenue. 

3) What action should be taken in the event that more child support state special revenues become available for 
expenditure than were appropriated? 

a) Require the use of state special revenue rather than general fund in Operations Technology Division and 
that the general fund replaced by child support state special revenue funds be reverted to the general 
fund. 

b) Allow the child support collection state special revenue fund balance to grow. 


Present Law Adjustments 
Fiscal 2002-------------------------------------------- 
State Federal Total State Federal 
General Special Special Funds General Special Special 


Personal Services 965,557 1,002,883 
Vacancy Savings (190,720) (191,840) 
Inflation/Deflation y (2,636) (809) 
Fixed Costs 41,786 43,858 


Total Statewide Present Law Adjustments - $813,987 $854,092 


DP 11 - Voice Response Unit Enhancements 
0.00 0 10,200 19,800 30,000 ; 0 0 0 
DP 12 - Contract Adjustments 


DP 13 - Office Lease Renegotiation for Inflation 

0.00 0 3,005 5,833 8,838 ‘ 4,397 8,535 12,932 
DP 14 - Access and Visitation Grant 

0.00 0 Peo 59,816 70,927 : 11,111 59,816 70,927 


Total Other Present Law Adjustments 
0.00 $0 $35,196 $106,569 $141,765 : $26,388 $89,471 $115,859 


Grand Total All Present Law Adjustments $955,752 $969,951 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 11 - Voice Response Unit Enhancements - This decision package requests $30,000 in state special revenue and 
federal funds in the first year of the biennium for upgrades to the voice response system. System upgrades would allow 
customers more automated options, including access to more payment information and information regarding obligor 
notices. The department believes enhancement of the voice response unit would reduce the number of calls handled by 
the customer service unit and thus prevent an increase in additional costs due to increased call volume to the customer 
service unit. 


The voice response unit and customer service unit work in conjunction with one another. All incoming calls go to the 
voice response unit in operation 24 hours per day, seven days per week. Once the voice response unit has answered a 
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0.00 0 10,880 21,120 32,000 J 10,880 21,120 32,000 f- 
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_ call, the caller may elect to speak with an individual in the customer service unit, or to gain automated information. The 
') Customer service unit operates during normal business hours (Monday through Friday, daytime). Reimbursement for the 
}) customer service unit is based, in part, on the volume of callers who opt to speak with a customer service representative. 
|| If the average call volume increases or decreases by 35 calls per day over the quarter, the cost of the customer service 
| unit increases or decreases by $1,355 per month, respectively. 





ah The legislature may want to consider designating this a one-time-only appropriation since it is for system 
815 upgrades rather than ongoing needs. 



















DP 12 - Contract Adjustments - This decision package requests $64,000 in state special revenue and federal funds for the 
_ biennium, and would fund adjustments in contracts for the Customer Service Unit ($24,000) and the New Hire Reporting 
| ($40,000). 


The department contracts with MAXIMUS for a customer service center that responds to all incoming calls for state 
| child support offices. In fiscal 2000, the customer service center received 177,234 calls, an average of approximately 
_ 700 calls per day. The current contract for the customer service unit expires June 30 2001, and a request for proposals 
(RFP) will be issued to select a contractor to provide services beyond the end of the existing contract. (Please refer to the 
| narrative for DP 11 for information regarding the relationship between the voice response unit and the customer service 
unit.) 


The department contracts with the Department of Revenue (DOR) for new hire reporting, a federal requirement of 
PRWORA. Since October 1, 1997, employers have been required to report within 20 days every employee hired, rehired 
or returning to work after a separation. 


DP 13 - Office Lease Renegotiation for Inflation - This decision package requests $21,770 for the biennium for increased 
costs for office leases for non Department of Administration rent. This represents an increase of 2.6 percent in fiscal 
2002 and an additional 1.1 percent in fiscal 2003. 





| aa Several departmental divisions maintain field offices and thereby incur rent expenses. The legislature may 
AID wish to consider this an agencywide issue. (Please see the agency narrative.) 


DP 14 - Access and Visitation Grant - This decision package requests $141,854 of state special revenue and federal 
funds for the biennium for the Access and Visitation Grant. Although the Child and Family Services Division formerly 
administered the Access and Visitation Grant, funding for and administration of this grant was transferred to the Child 
Support Enforcement Division during fiscal 2000. The purpose of this grant is to facilitate non-custodial parents’ access 
to and visitation with their children. Activities funded by this grant may include mediation, counseling, education, 
development of parenting plans, visitation enforcement, development of visitation guidelines and development of 
alternative custody arrangements. Beginning in federal fiscal 1999, a ten percent match has been required in order to 
receive the federal grant. 


HB 2 by the 1999 legislature stated that, "the department may not use general fund money to support a 
program developed to facilitate non-custodial parents' access to their children." Beginning in federal fiscal 
1999, the access and visitation grant requires matching funds of ten percent per year ($10,000). Although the 
department did not request additional general fund for this purpose, in fiscal 2000 the department used a small amount of 
general fund ($211) to fulfill the match requirement. The 2003 biennium budget utilizes state special revenue as the 
source of matching funds. The use of general fund to match the federal grant may be a violation of HB 2. The 


leaiclatnure maw wich ta clarify. whether ar nat aeneral fund and/ar ctate cnecial revenne maw he uced ac match far the 





LFD 






ISSUE 
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State Federal State 
Special Special Funds General Special Special 


DP 10 - Funding of 2 FTE 
2.00 27,327 53,047 80,374 : 27,423 53,234 


DP 99 - (SEARCHS) Level of Effort Increase 
05 0.00 0 183,600 356,400 540,000 , 183,600 356,400 


DP 100 - Financial Institutions Data Match 
0 0 51,000 99,000 150,000 i 51,000 99,000 


DP 101 - Criminal Non Support Prosecutions 
0.00 0 68,000 132,000 200,000 ‘ 68,000 132,000 


DP 501 - Cost Study of Raising a Child in Montana 
05 0.00 0 8,621 113,793 122,414 i 0 0 


Total 2.00 $0 $338,548 $754,240 $1,092,788 : $330,023 $640,634 





New Proposals 

DP 10 - Funding of 2 FTE - This decision package requests state special revenue and federal funding for 2.0 FTE at 
Grade 14, 1.0 FTE for a paralegal and 1.0 FTE for an Obligor Liaison. CSED has been using modified FTE to perform 
these duties and is now seeking funding for the positions. The paralegal would complete legal research and assist the 
CSED central office attorney. The Obligor Liaison would be responsible for promoting good relationships with obligors 
by doing outreach and by assisting obligors in understanding their roles and responsibilities in terms of the process of 
collecting child support. 


DP 99 - (SEARCHS) Level of Effort Increase - This decision package requests $1,080,000 for the biennium to increase 





the level of effort on the SEARCHS maintenance contract by 6.0 FTE. 











Division budget. For this reason, the LFD questions the inclusion of this decision package in the CSED 
budget. The legislature may wish to consider this decision package in conjunction with the Operations 
Technology Division budget. 





The costs of the SEARCHS system maintenance contract are included in the Operations and Technology 
ISSUE 







This decision package would increase the SEARCHS facility management contract from its fiscal 2000 level of $1.5 
million to approximately $2.1 million, or by 35 percent. SEARCHS costs included in the Operations Technology 
Division budget are funded with general fund and federal funds; the Executive Budget has proposed funding SEARCHS 
costs in the CSED budget with state special revenue and federal funds. Please refer to the funding section of the CSED 
narrative for additional information on state special revenue from child support collections. 








DP_100 - Financial Institutions Data Match - This decision package requests $300,000 in state special revenue and 
federal funds for the biennium to fund fees paid to financial institutions for processing matches against child support 
obligors in arrears in meeting child support obligations. PRWORA requires that states enter into agreements with 
financial institutions conducting business within their state for the purpose of completing data matches in order to locate 
accounts belonging to parents delinquent in child support. Data matches with financial institutions must be completed 
each calendar quarter. Once an account has been identified by the data match, the account may be frozen and seized to 
satisfy the parent's child support obligation. The financial institution data match is also a requirement for federal 
certification of SEARCHS. 
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Section 40-5-924(7), MCA requires the department to pay a reasonable fee to the financial institution 
completing a data match. However, this is a relatively new federal requirement and the department has little 
information and experience in projecting the actual costs of performing data matches. Given the limited 
| experience surrounding financial institution data matches and the costs of completing this function, the legislature may 
| wish to restrict funds appropriated for this purpose. 


LFD 
ISSUE 





DP_101 - Criminal Non Support Prosecutions - This decision package requests $400,000 in state special revenue and 
federal funds for the biennium to contract for prosecution of criminal nonsupport cases. The department indicates that 
many county attorneys face a backlog of criminal cases, many of which involve violent crimes and therefore have higher 
priority status. This means that county attorneys cannot pursue prosecution of criminal nonsupport orders. In cases in 
which CSED has no other means of collection, CSED proposes using contracted services to prosecute cases of obligors 
who purposely evade collection efforts and yet have the ability to pay. 





Alternatively, CSED could contract with the Department of Justice in order to provide assistance to county 

attorneys in the prosecution of these cases. Further assistance to county attorneys could be provided by 
contracting services to perform investigations and other legal work leading to prosecution. However, because 
prosecutorial authority is delegated to the county attorney, CSED could not hire an attorney in private practice to 
prosecute these cases. 


. CSED could contract with county attorneys who could, in turn, hire additional staff to prosecute these cases. 
ISSUE 


Assumption of this function by the executive branch shifts responsibility and costs from counties (and the judicial 
branch) to the executive branch of government. This could change the relationship between counties and the judicial and 
executive branches of government. The 1999 legislature appropriated funding to the Department of Justice for five FTE 
attorneys to assist county attorneys with the workload and complexity of child abuse and neglect cases. The feasibility 
of these attorneys prosecuting criminal nonsupport cases for CSED should be assessed. 





DP 501 — Cost Study of Raising a Child in Montana — The department requests state special revenue and federal funding 
of $122,414 in the first year of the biennium to complete and administer a study of the cost of raising a child in the State 
of Montana. The results of this study would be utilized in the periodic review of the Uniform Child Support Guidelines 
prescribed by 40-5-209, MCA. 
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Program Proposed Budget 


Budget Item 


FTE 


Personal Services 
Operating Expenses 


Equipment 
Capital Outlay 
Grants 


Benefits & Claims 


Debt Service 


Total Costs 


General Fund 


State/Other Special 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


146.52 


6,226,859 
15,603,433 
336,877 

0 

6,527,225 
209,802,306 
2557.0 


$238,499,276 
48,619,148 
11,561,315 
178,318,813 


$238,499,276 


PL Base 
Adjustment 
Fiscal 2002 


7.00 


281,028 
1,489,154 
24,000 

0 

50,000 
49,662,329 
0 


$51,506,511 
7,697,421 
2,772,610 
41,036,480 


$51,506,511 


Proposals 
Fiscal 2002 


New 


10.35 


393,648 
3,160,953 
99,657 

0 

0 
4,250,113 
0 


$7,904,371 
1,303,043 
481,844 
6,119,484 


$7,904,371 


Total 


Exec. Budget 


Fiscal 2002 


163.87 


6,901,535 
20,253,540 
460,534 


0 

Ojo) 22) 
263,714,748 
2,576 


$297,910,158 
57,619,612 
14,815,769 
225,474,777 


$297,910,158 


PL Base 
Adjustment 
Fiscal 2003 


7.00 


322,214 
1,484,454 
0 

0 

50,000 
63,236,641 
0 


$65,093,309 
9,857,291 
4,027,973 
51,208,045 


$65,093,309 


New 
Proposals 
Fiscal 2003 


10.35 


395,010 
4,501,372 
99,657 

0 

0 
10,196,207 
0 


$15,192,246 


2,301,433 
880,253 
12,010,560 


$15,192,246 


Total 
Exec. Budget 
Fiscal 2003 


163.87 


6,944,083 
21,589,259 
436,534 

0 

6,577,225, 
283,235,154 
2,576 


$318,784,831 
60,777,872 


16,469,541 
241,537,418 





$318,784,831 


Exec. Budget 
Fiscal 02-03 


Program Description 

The Health Policy and Services Division is responsible for the planning and implementation of statewide health policy. 
The purpose of the division is to improve and protect the health and safety of Montanans. The division provides a wide 
range of preventive, primary, acute care, and public health services to individuals and communities through contracts 
with a broad range of private and public providers, including physicians, public health departments, clinics, and 
hospitals. The division administers public health programs including, but not limited to Women's Infants and Children's 
Special Nutrition Program (WIC), Maternal and Child Public Health Services, Immunization Programs, STD/HIV 
prevention, Emergency Medical Services, Family Planning, Abstinence Education, acute and primary care components 
of the Medicaid Program and the Children's Health Insurance Program (CHIP). Public health is administered at both the 
state level and at the local level through contract arrangements with local public health and other health service agencies. 
The division contracts with over 500 non-profit providers for the delivery of health care services. The Medicaid Program 
is a voluntary state/federal partnership to provide and finance these services for low-income persons who are aged, 
blind, or disabled, or in families with dependent children. To be eligible for Medicaid, an individual must meet income 
and resource guidelines and be included in a family with dependent children or be determined by SSI to be elderly or 
disabled. The division administers the CHIP Program through a contract with an insurance plan. The division also 
manages the functions of the tumor registry and the environmental laboratory. 





Biennial Budget Comparison 

Table 7-01 compares the 2001 biennium to the 2003 biennium Executive Budget request for this division. The 2001 
biennium includes actual expenditures for the fiscal 2000 base budget year and fiscal 2001 appropriations. The 2001 
biennium does not include the supplemental appropriation requested in HB 3 for Medicaid services of $10.4 million total 
funds, including $2.8 million general fund. 
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The 2003 biennium budget request is $126 million 
total funds higher as compared to the 2001 biennium. 
That difference is $116 million if the supplemental 
request is considered. The bulk of the increase is due 


to growth in: 1) Medicaid benefits, including caseload 
_ increases, 
_ increases; and 2) annualization of CHIP enrollment 
_ and.a proposal to increase CHIP financial eligibility to 


inflation, and proposed provider rate 


175 percent of the federal poverty level in fiscal 2003. 


The increase in operating costs (about 9 percent) and 


_ the decline in grants (about 2 percent) are related. The 


legislature appropriated $2.1 million for tobacco 


_ prevention and control grants annually, while the 
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division expended the appropriations as operating 
costs. That action caused operating costs to increase 


Personal Services 


Operating 
Equipment 
Grants 


Benefits/Claims 


Debt Service 
Total Costs* 
General Fund 


State Special 
Federal Funds 


Total Funds* 


Table 07-01 
2001 Biennium Compared to 2003 Biennium 
Health Policy and Services Division 


12,349,017 
30,734,301 
580,114 
15,962,396 
431,063,952 
3,371 


490,693,151 
100,090,852 


21,488,541 
369,113,758 


490,693,151 


13,845,618 
41,842,799 
897,068 
13,154,450 
546,949,902 
Del Z 


616,694,989 
118,397,484 


31,285,310 
467,012,195 


616,694,989 


1,496,601 
11,108,498 
316,954 

(2,807,946) 
115,885,950 
1,781 


126,001,838 
18,306,632 


9,796,769 
97,898,437 


126,001,838 


07-HEALTH POLICY & SERVICES DIVISION 


Percent 


Budget Item/Fund 2001 Biennium 2003 Biennium Change of Total 


1.2% 
8.8% 
0.3% 
-2.2% 
92.0% 
0.0% 


100.0% 
14.5% 


7.8% 
77.7% 


100.0% 





by $4.2 million and grant costs to decline when the 
2003 biennium is compared to the 2001 biennium. 
Increases in several federal grants partially offset the 
total reductions in grants. Expenditure of funds that 
provide services or public benefits to individuals in the operating expense category overstates government operating 
costs and understates grant and benefit expenditures. 


Percent Increase 20.4% 


*The 2001 biennium does not include the supplemental request. 





| Other operating cost increases in the Executive Budget are $2.2 million to replace or enhance existing computer systems 


and $4 million in new or increased federal grants for specific activities that are budgeted as operating costs. 


Personal services costs increase due to addition of 17.35 new FTE, including 6.0 FTE to administer the eligibility process 
for CHIP. 


The remaining budget tables compare the Executive Budget request to base budget expenditures. Biennial increases 
included in those tables do not explain the amount of the increase due to the incremental change in appropriations for 
fiscal 2001. Those incremental changes are included as part of the present law adjustments for fiscal 2002 and 2003. 


Program Narrative 

The Health Policy and Services Division (HPSD) budget request is $140 million higher over the 2003 biennium, when 
compared to base budget expenditures. As summarized in the Proposed Program Budget table, present law adjustments 
add $117 million, including $18 million general fund, and new proposals add $23 million, including $4 million general 
fund. 


The executive made funding changes to the base budget that add $3.3 million general fund above the 
base budget funding. These changes are not presented as present law adjustment items for legislative 
consideration. 


LFD 


COMMENT 


The most significant base funding change is a $3.1 million reduction over the biennium in 9-mill assumed county levy 


state special revenue that is offset by a like increase in general fund. The other significant change is a $0.3 million 
increase in general fund in the CHIP program. The program used state special revenue from insurance settlements as 


'| matching funds in fiscal 2000, but discontinued the state special revenue in the 2003 biennium and increased general 
| fund by a like amount. 
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Significant Budget Proposals 
The biennial cost of the most significant present law adjustments and new proposals in the Executive Budget request are: 
e Medicaid caseload growth and cost increases of $51.3 million, including $11.2 million general fund; 
e Changes in response to legislative audit findings that require budgeting of expenditures that were abated in the 
base budget of $44 million total funds, including $10.1 million state special revenue; 
e Annualization of CHIP start up during the 2001 biennium and expansion of financial eligibility to 175 percent of 
the federal poverty level during fiscal 2003, at a cost of $23.7 million, including $4.5 million general fund and 6.0 
FIR; 
e Provider rate increases of $9.8 million, including $1.9 million general fund and $0.8 million interest from the 
newly created tobacco settlement proceeds constitutional trust fund; 
e Eleven new or increased federal grants that add $5.9 million and 4.5 FTE; 
e A $2 million federal funding request for Medicaid outreach efforts; and 
e Elimination of the resources/assets test for Medicaid eligibility for low-income pregnant women and children, 
which adds $1.6 million total funds, including $0.8 million general fund. 


Intergovernmental Transfer Program not Included in Division Budget Request 

HPSD has requested federal Health Care Financing Administration approval of an intergovernmental transfer program 
for county funded hospitals. The program complies with draft federal rules. Under the program, counties could transfer 
revenue to DPHHS to be used as the state match to draw down federal Medicaid matching funds. County hospital rates 
would be increased to 90 percent of the allowable upper payment limit based on Medicare cost principles. 
Intergovernmental transfer programs are reviewed in the agency narrative. 


Since this proposal increases rates paid to certain providers, it would be appropriate that the legislature review 
the program. If the legislature approves the proposal, it may want to indicate legislative 1 review and approval 
of the program, as well as ensuring that expenditures are included in the base budget. 


The legislature may wish to request that HPSD present this proposal for review during appropriation hearings. 
ISSUE 
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Division Budget Request by Function 

Table 7-02 shows the budget request by major function compared to base expenditures. 

Division administration increases about $400,000 over the biennium, largely due to a new proposal to add a federal grant 
to provide health screenings for exposure to lead. 


Medicaid provides health services to low-income persons who are blind, aged, or disabled or in families with dependent 
children. Medicaid services account for 82 percent of the total fiscal 2003 budget request and increase $102 million, 
including $16 million general fund, over the biennium. Budget increases are largely due to growth in the number of 
persons eligible for services, inflation increases in the cost of drugs, proposed provider rate increases, eligibility outreach 
and an accounting change. A small part of the request is related to an expansion in eligibility for services for low- 
income pregnant women, infants, and children. 


The Health Systems Bureau includes staff and resources that administer public health programs such as emergency 
medical services, emergency medical technician testing, licensing and re-certification, tobacco control, and diabetes 
control. The 2003 biennium budget request rises by almost $1.9 million from the fiscal 2000 base, largely due to federal 
grant increases of $1 million for tobacco control, cardiovascular disease, and emergency medical services and state 
special revenue increases of $0.5 million for trauma system implementation and additional licensure and certification "| 
activities for emergency medical technicians. 


The Family and Community Health Bureau administers public health programs for children and families including the 
Women, Infants, and Children (WIC) program, Family Planning, the Montana Initiative for the Abatement of Mortality 
in Infants (MIAMI), and perinatal programs, Children's Special Health Services, and county grants from the Maternal 
and Child Health Block Grant. The budget request is $10 million greater than the base almost entirely due to increases in 
federal funds. The biggest changes are an accounting change and a computer system enhancement in the WIC program 
that adds $8.2 million federal funds over the biennium. A new federal grant for fetal alcohol syndrome education and 
prevention adds another $1.2 million. 


The Communicable Disease Prevention Bureau oversees the Public Health Laboratory, AIDS and sexually transmitted 
disease prevention, sexual assault programs, and communicable disease and tuberculosis prevention programs. The 
budget request increases about $1.5 million over the biennium due to federal grants for bioterrorism preparedness 
($900,000), and laboratory improvements ($150,000). State special revenue increases for laboratory staff ($130,000) and 
revenue transfers to counties to perform inspections ($100,000) are the other significant changes. 





CHIP provides funds for an insurance program for children in families with incomes less than 150 percent of the federal 
poverty level ($25,575 for a family of 4 in 2000). The CHIP program, although accounting for only 5.5 percent of the 
total division budget request in fiscal 2003, shows the second largest change, adding $24 million, including $4.7 million 
general fund, over the biennium. CHIP is funded from a federal grant allocation of about $13 million, which requires a 
state match of about 19 percent. 


Table 07-03 shows the individual grants and benefits base budget expenditures compared to the 2003 biennium budget 
and compared to the total division expenditures and budget request. Grants account for about 2 percent of the fiscal 2003 
division budget request, while benefits comprise nearly 90 percent of the total. Together grants and benefits account for 
87 percent of the general fund request in fiscal 2003. 
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Grants 

The 2003 biennium budget request for all grants remains at the fiscal 2000 base budget level except grants to counties for 
inspection of public establishments from funds passed through by the Food and Consumer Safety Bureau. Those grants 
increase $50,000 annually from the base budget. Nutrition services and counseling to low-income mothers are about half 
of the grant request in the division ($3.2 million WIC funds). Family planning grants to local governments are about 17 
percent of the total grant budget as are grants for primary and preventive health services for children funded from the 
Maternal Child Health Block Grant. MIAMI grants to local entities fund services to prevent low birth-weight babies and 
improve pregnancy outcomes, and are the only grants funded from general fund. Baby Your Baby grants fund services 
to educate persons about infant and children's health issues. The Healthy Child Grant funds public health nursing 
services to Head Start and day care programs for education to families and staff, such as first aide and sanitation training. 
Benefits 


The benefits budget request is the most significant division expenditure accounting for 90 percent of the total 2003 | 


biennium request. Medicaid funded services are the largest component of benefit expenditures. 


The largest Medicaid benefit administered by this division - primary care non-hospital services - accounts for 47 percent 
of the total fiscal 2003 division budget request. Non-hospital services include services such as physicians, dental, and 
prescription drugs. The 2003 biennium appropriation is about $43.7 million higher than the fiscal 2000 base budget, 
while the general fund share rises less than $5 million because of the increase in the federal match rate. 


Primary care hospital services are 33 percent of the fiscal.2003 budget request and increase $53 million total funds, 
including $11 million general fund over the biennium. The primary care hospital budget is overstated because caseload 
increases for non-hospital services are included in the hospital request in the Executive Budget. 


The Medicare buy-in pays for Medicare Part B premiums for Medicaid-eligible persons who are 65 years of age or older. 
Medicare (federal funds) then pays for 80 percent of the medical expenses, leaving a liability of only 20 percent for 
Medicaid, which is partially funded with general fund. The 2003 biennial budget increase is driven largely by the cost of 
Medicaid premium increases that are established by federal regulations. 


Indian health benefits, funded entirely from federal funds, reimburse the Indian Health Service for medical services 
provided to Medicaid-eligible persons on the Flathead, Blackfeet, Rocky Boy, Fort Belknap, Crow, Northern Cheyenne, 
and Fort Peck Indian reservations. 


CHIP provides health care services for children in families with incomes up to 150 percent of the poverty level ($25,575 
for a family of 4 in 2000). CHIP does not pay for health services for adults. DDPHHS contracts with insurance 
companies for coverage that is similar to benefits provided by the state employee health plan. Unlike Medicaid, CHIP is 
not an entitlement program and services are limited to the available appropriation. Initially, DPHHS estimated that the 
2001 biennium appropriation was adequate to fund services for 10,184 children. However, due to premium increases 
related to a variety of factors, the number of children that could be covered declined to 9,275. 2003 biennium increases 
for CHIP are due to annualization of start-up costs during fiscal 2001 and an expansion of eligibility in fiscal 2003. 


WIC benefits reflect the amount of food vouchers received by low-income women and children. WIC benefits are about 
- 4 percent of the fiscal 2003 budget request. 


Health services for low-income children provides up to $100,000 general fund annually for health care services for 
children in families with incomes up to 185 percent of the federal poverty level. Language in HB 2 directed DPHHS to 
contract with public or private entities for the administration and provision of primary and preventive health care benefits 
to children who are uninsured and not eligible for Medicaid benefits. The appropriation for health care services for low- 
income children may be allocated only to programs with an established statewide network of medical providers who 
have agreed to accept reimbursement at a rate lower than would normally be charged for their services. HB2 language 
also specified that the appropriation could not be used to pay the state share of CHIP costs. This appropriation supports 
the cost of health care services for children in families with incomes in excess of CHIP eligibility limits. 
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A new federal grant for cardiovascular disease adds about $32,000 in federal funds annually and a small amount is spent 


|, on benefits from the tuberculosis grant. Children's Health Services identifies children from birth to age 18, with special 


health needs and provides for medical evaluation, treatment, and management of certain specified handicapping 
conditions. Total expenditures for these services exceed $500,000 per year, but are recorded as operating expenses in the 
fiscal 2000 base budget. 


Appropriation Compared to Expenditures 

Table 07-04 shows the appropriation for grants and benefits for the Health Policy and Services Division compared to 
actual expenditures in fiscal 2000. While total expenditures for grants and benefits remained within the amounts 
appropriated, there are shifts among benefits and grant expenditures because expenditures were recorded differently in 
the accounting system than the legislative appropriation. 


Table 07-04 
Fiscal 2000 Grant and Benefit Appropriations Compared to Actual Expenditures 


Health Policy and Services Division 
Legislative Appropriation Expenditures 
Grant/Benefit General Fund SSR Federal General Fund SSR Federal 


GRANTS 
Tobacco Control $ 1,740,424 $ 430,000 $ 2,170,424 - - - 
Women, Infants and Children - 4,009,373 4,009,373 - - 3,188,175 3,188,175 
Family Planning - 1,043,259 1,043,259 - - 1,076,903 1,076,903 
MIAMI 538,548 - $38,548 471,942 - - 471,942 
Children's Special Health Srvs - 543,826 543,826 . - 
Maternal/Child Health Block Grnt - 804,982 804,982 - 1,135,765 1,135,765 
Preventive Health Block Grant - 463,007 
Food/Consumer Safety - 419,310 - 419,310 - 68,974 137,948 
Baby Your Baby - - 53,485 53,485 


Sexual Assault - 7,509 7,509 - - - 


TOTAL GRANTS 2,278,972 419,310 6,838,949 9,537,231 471,942 531,981 5,470,334 6,527,225 


BENEFITS 
Medicaid Services 
Primary Care Non-Hospital 18,103,919 8,275,945 71,750,119 98,129,983 20,950,259 9,340,584 77,459,416 107,750,258 
Primary Care Hospital 17,511,356 - 45,388,631 62,899,987 16,901,535 - 43,876,957 60,778,492 
Medicare Buy-In 2,706,266 - 7,014,519 9,720,785 2,408,814 - 6,214,237 8,623,051 
Indian Health Services - - 19,341,418 19,341,418 - - 20,538,915 20,538,915 
CHIP* : 4,000,000 - 10,633,717 10,633,717 595,611 121,295 2,781,402 3,498,308 
Women, Infants and Children - - 7,822,679 7,822,679 - 8,507,783 8,507,783 
Health Srvcs - Low-Income Children 100,000 - - 100,000 98,536 ; - - 98,536 
Children's Special Health Srvs - - - - - - 14,510 - 
Tuberculosis Prevention - - - - - - 5,979 5,979 
Adjustments** - - - - - - 984 984 


TOTAL BENEFITS 161,951,083 208,648,569 | 40,954,754 9,461,879 159,385,673 209,802,306 


*The general fund appropriation for CHIP was included in SB 81. 
** Adjustments included six small amounts, each under $600, recorded in the base budgets for various functions unrelated to major categories listed 


in the table. 





Grants 

Total grant appropriations were $2.3 million general fund in fiscal 2000 compared to expenditures of under $0.5 million. 
The most significant difference is in the general fund appropriated for tobacco control grants. The legislature 
appropriated $3.5 million general fund from the state's share of tobacco settlement proceeds each year of the 2001 
biennium, with $1.7 million of that amount appropriated for grants to local communities for tobacco control and 
prevention. DPHHS recorded expenditures for such grants as operating costs rather than grant expenditures. The 
division followed a similar procedure for increased federal grant funds appropriated for tobacco control. 
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The same accounting change happened in grants appropriated for Children's Special Health Needs, except a small 
_ amount of the expenditure was recorded in benefits while the majority of services costs were recorded as operating 
expenditures. 


appropriation was for grant expenditures. The purpose of the expenditure was not changed in that 
expenditures provided public benefits or specific benefits to individuals. However, the expenditures within 
the accounting system indicate the expenditures were for operating costs of the division. 


The division accounted for almost $3 million in expenditures as operating costs when the original 
ISSUE 


Other divisions within the department and other programs within the division generally record expenditures for contracts 
with public or local entities to perform activities that benefit the public or individuals as grant expenditures. The 
legislature could add language to HB 2 if it desires that expenditures be accounted for consistent with legislative intent in 
establishing appropriations and in a consistent manner throughout the department to facilitate public understanding of 
how funds are expended. 





All grants and benefits expended by DPHHS are made through a contract with providers and some are competitively 
procured. The existence of a contract and competitive procurement process do not necessarily imply that costs for a 
specific public benefit should be expended and budgeted in the grants category. This issue will be summarized as it 
pertains to expenditures and appropriations for individual functions within the division. 





Total benefits expenditures in fiscal 2000 were somewhat greater than the legislature appropriated, but the over-all 
general fund cost was less. However, the general fund appropriation for CHIP was significantly under expended (about 
$3.4 million). Excess CHIP appropriation authority was used to offset general fund costs above the appropriation for | 
Medicaid primary care non-hospital expenditures. 
| 


| 
| 
Benefits 
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| Funding 
The division is funded from general fund, state special 


|, revenue, and federal funds. Table 7-05 shows the fiscal 


2000 base budget funding compared to the Executive 


i Budget request for the 2003 biennium by specific source. 


General fund supports about 20 percent of the division 


f budget in the 2003 biennium. The biggest share of 


general fund provides matching funds for the Medicaid 
programs administered by HPSD - about $104 million 
(88 percent) of the $118.4 million general fund request 
for the 2003 biennium. Matching costs for CHIP account 
for $6 million general fund over the biennium. After 
deducting for Medicaid and CHIP state match, $8.2 
million or 7 percent of the division general fund request 
supports other programs and functions. 


State special revenue supports about 5 percent of the 
HSPD budget request. The two largest sources of state 
special revenue are the 9-mill levy income from state- 
assumed counties and Medicaid drug rebate collections. 
These revenue sources, as well as the tobacco interest 
income, are also used as state match for Medicaid, 
bringing the total state match to $131 million over the 
biennium. 


Drug manufacturers that participate in the Medicaid 
program agree to rebate a percent of drug sales to 
Medicaid agencies. Previously, DPHHS used the rebate 
revenue to abate expenditures. Drug rebates were added 
to the budget in response to a legislative audit finding that 
the expenses were more appropriately budgeted and paid 
on the accounting system. 


Federal funds support 76 percent of the budget, with 
Medicaid benefit and administrative matching funds 
providing $398 million over the biennium or about 85 
percent of total federal funding. The second most 
significant source is the grant for the WIC program with 
$34 million, followed by federal CHIP grant funds at $25 
million. 
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Table 07-05 


Health Policy and Services Funding Summary 


Fund Source 


General Fund 
Percent of Total 


State Special Revenue 


9 Mil State Assumed County Levy 


Drug Rebate Collections 
Public Health Laboratory Fees 
Food/Lodging License 
Tobacco Interest 

Trauma System Fee 

Baby Your Baby 

EMT Certification 

DHES Food and Consumer 
CHIP Program 

Health Planning Fees (CON) 
Indirect Cost Allocation 


Subtotal State Special Revenue 
Percent of Total 


Federal Funds 
Medicaid Benefits - Matching 
Medicaid Benefits - 100% Fed. 
Women, Infants & Children 
CHIP Grant 
Medicaid Administration 


Maternal & Child Health Block Grt 


Family Planning Title X 
Preventive Health Block Grant 
AIDS Federal Grant 
Breast/Cervical Cancer Prev. 
Tobacco Control 

EMS Data Injury 
Tuberculosis Grant 
Abstinence Education 
Chronic Disease 

Diabetes Control 

Primary Care Services 

Ryan White Act, Title I 

EMS - Highway Traffic Safety 
Montana Lead Poison - Prev. 
Nutrition Evaluation 

Food Inspection Program 
Healthy Child 

C.D. Epidemiologist 

Data Integration 

Trauma System Development 
E. Coli Lab and Epidemiology 


Fetal/Infant/Child Mortality Review 


Search Grant 

Birth Defects Surveillance 
Cardiovascular Disease 
Seroprevalence/Surveillance 
Vaccination Program 
Sexually Transmitted Disease 
Bioterrorism 

Fetal Alcohol Syndrom 
Bunker Hill Project 

Cost Allocation 


Subtotal Federal Funds 


Percent of Total 


Total Funds 


Annual Rate of Change 


Fiscal 2000 


Actual 


48,619,148 
20.4% 


9,340,584 


1,450,447 
466,468 


68,974 
21,784 
57,365 
136,151 


19,542 


11,561,315 


$ 


4.8% 


127,966,628 
20,538,915 
12,553,993 

3,122,076 
2,634,487 
2,561,573 
1,113,957 
1,043,457 
1,009,360 
1,011,767 
818,179 
$93,750 
132,893 
277,203 
80,229 
384,480 
125,185 
447,057 
25,876 
163,759 

0 

12,560 
93,021 

0 

349,311 
151,636 
86,239 
136,659 
69,527 

0 

0 

55,964 
626,280 
246,848 
0 

0 

0 
385,944 


178,318,813 


74.8% 


238,499,276 


3) 238,499,276 


Executive Request 


2002 


$ 57,619,612 
19.3% 


$ 7,698,000 
4,517,779 
1,474,181 

505,877 
197,808 
217,110 
68,974 
58,134 
57,365 


20,541 


$ 14,815,769 
5.0% 


$ 158,823,292 
21,538,915 
16,395,239 
11,220,684 

3,747,816 
2,627,031 
1,101,255 
1,098,293 
1,048,538 
1,040,094 
980,606 
93,750 
132,893 
277,203 
93,968 
384,495 
123,930 
447,057 
108,876 
163,759 
0 

33,591 
98,580 

0 
311,874 
151,636 
160,677 
286,659 
69,527 
60,455 
260,902 
55,964 
623,446 
254,219 
454,346 
600,000 
200,000 
405,207 


225,474,777 
75.7% 
$_ 297,910,158 


11.76% 


2003 


$ 60,777,872 
19.1% 


7,852,000 
5,610,780 
1,480,672 
507,795 
596,000 
217,110 
68,974 
58,134 
57,365 


20,711 


$_ 16,469,541 


5.2% 


$ 170,824,749 
21,588,915 
17,428,649 
14,258,820 

3,749,777 
2,630,028 
1,099,087 
1,103,903 
1,050,362 
1,041,249 
981,076 
93,750 
132,893 
277,203 
94,280 
385,971 
124,290 
447,057 
108,876 
163,759 
0 

35,293 
98,854 

0 
312,108 
151,636 
160,677 
286,659 
69,527 

0 
237,768 
55,964 
626,936 
255,437 
454,346 
600,000 
200,000 


407,519 


241,537,418 


75.8% 


$ 318,784,831 


7.01% 


Percent 
of Total 


19.1% 


2.5% 
1.8% 
0.5% 
0.2% 
0.2% 
0.1% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 


5.2% 


53.6% 
6.8% 
5.5% 
4.5% 
1.2% 
0.8% 
0.3% 
0.3% 
0.3% 
0.3% 
0.3% 
0.0% 
0.0% 
0.1% 
0.0% 
0.1% 
0.0% 
0.1% 
0.0% 
0.1% 
0.0% 
0.0% 
0.0% 
0.0% 
0.1% 
0.0% 
0.1% 
0.1% 
0.0% 
0.0% 
0.1% 
0.0% 
0.2% 
0.1% 
0.1% 
0.2% 
0.1% 
0.1% 


75.8% 


100.0% 
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Table 7-06 Allocation of Maternal Child Health 

Maternal and Child Health and Preventive Health Block Grants and Preventive Health Block Grants 
Fiscal 2000 Legislative Appropriation Compared to Actual Expenditures The division administers the Maternal 
and 2003 Biennium Budget Request and Child Health Block Grant and the 


Appropriation Actual Executive Budget Request Percent : 
Block Grant/Allocation Fiscal 2000." Fiseal'2000"* Fiscal 2002+ Fisea? 005% of rout! -t tevemive Health Block, Grant, slable 


7-06 shows’ the fiscal 2000 
Maternal and Child Health Block Grant 


Cost Allocated Administration* Unknown $ 107,874 $ 107,874 $ 107,874 3.9% | @Ppropriation, fiscal 2000 actual 
Family/Community Health Bur.** 1,383,233 «1,375,852 1,416,553 ‘1,416,854 51.7% | expenditures, and the 2003 biennium 
Children's Special Health Serv. 899,802 842,307 862,670 864,326 31.6% | budget request. 

MIAMI/Perinatal** 284,662 268,518 272,912 273,952 10.0% 

Family Planning 28,164 74,896 74,896 74,896 2.7% 

Health Systems Bureau Admin. 6,525 : zx 0.0% | Maternal Child Health Block Grant 


Health Planning 18,764 ; : 0.0% | Montana receives a $2.7. million 


IDEA Data Integration 17,760 - - 0.0% : 
: EE ee ee. ap * | Maternal Child Health (MCH) Block 
Total Maternal & Child Block Grant $ 2,638,910 $ 2,669,447 $ 2,734,905 $ 2,737,902 100.0% Grant annually. Federal regulations 


Expected Maternal Child Health Grant Amount $ 2,567,703 $ 2,567,703 specify that: 1) not more than 10 
Gant Amount Over (Under) Allocations $ (167,202) $ (170,199) percent of the MCH Block Grant may 
paaultt tla pibateain be used for administering the program; 


Cost Allocated Administration* Unknown $ — 62,648 62,648 $ 62,648 5.4% | 2) at least 30 percent of the MCH 
Health Systems Bureau 300,680 316,405 334,519 336,490 28.8% Block Grant must be used for 


Emergency Medical Servs. 243,580 204,368 224,329 227,609 19.5% : : : 
Vv for 
Sexual Assault/Rape Prevent. 116,022 190,984 194,579 194,635 16.7% preventive and PUBRAT YES FS TCSe re 


Family Planning 190,169 171,000 171,000 171,000 +=«14.7% | Children; and 3) at least 30 percent 
Chronic Disease 92,006 76,882 90,048 90,351 7.7% must be used for children with special 


Tuberculosis 27,064 31,767 31,767 31,767 2.71% 
Public Health Lab . 29,500 29,500 29,500 2.5% needs. The state must conduct a 


enone , 24.505 24,505 24.505 2.1% | Comprehensive statewide assessment of 
Communicable Disease Control 82,517 - - 0.0% | MCH needs every five years. The : 
Health Rlanning pe j : 0.0% | MCH Block Grant requires that MCH | 





AIDS Prevention Grant 15,413 - - 0.0% 5 
Family/Community Health Bur. 12,052 ; , 0.0% | funds must be matched with $3 dollars 


FOSB Data Integration 4,661 zw - - 0.0% | of state or local funds for every $4 of 

oe ys = 54) poe 0.95%) |__19S) 402% | oblock grant funds Entities.thatireceiveume 
Total Preventive Health Block Grant $ 1,102,928 $ 1,106,105 $ 1,160,941 $1,166,551 100.0% allocations from the MCH Block Grant 
Expected Preventive Health Grant Amount $ 1,040,245 $ 1,040,245 provide the required match. The state 
Gant Amount Over (Under) Allocations $ (120,696) $ (126,306) must maintain the level of state funding 


*Administrative costs include administrative functions throughout the department that are cost provided for MCH Pipeiams; ma fiscal 


allocated. DPHHS staff indicate that divisions supported by costs from these block grants 1989 - $485,480. 
include: Health Policy and Services; Operations and Technology; Directors Office; and 


Quality Assurance. The budget request is assumed to be no less than the base budget expenditures. : 
*«*These costs represent contracts with counties for services. The allocation of the MCH Block Grant 





was consistent with the legislative 
appropriation with two exceptions: 1) 
the amount allocated to family planning was about $36,000 greater than anticipated; and 2) several functions anticipated 
to receive about $40,000 in block grant allocations did not. The amount of MCH Block Grant used to support allocated 
administrative costs was not available during the 1999 session. However, fiscal 2000 costs are included in Table 07-06. 
About 4 percent of the MCH Block Grant was used for cost-allocated administrative functions in the base budget and the 
amount is assumed to remain constant through out the 2003 biennium. 





The division expects to receive $2.568 million in MCH Block Grant funds each year of the 2003 


soe biennium, about $150,000 less each year than the amount allocated in Table 07-06. The legislature 


COMMENT 


may wish to ask the division how it will change allocations listed in Table 07-06 since the grant will be 
lower than the amounts included in the Executive Budget. 
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| Preventive Health Block Grant 

|) Montana received $1,040,245 for the Preventive Health Block Grant in federal fiscal year 2000. The amount shown in 
| Table 07-06 is based on expenditures for state fiscal year 2000, which includes portions of two federal fiscal years. No 
' more than 10 percent of the block grant can be spent for administration that is cost allocated (estimated at 5.4 percent in 
| the 2003 biennium). Some of the funds must be used for sexual assault and rape prevention programs. Funds can be 
used to provide seed money for priority health programs that can be funded from other sources later, and state-identified 
| health problems and public health infrastructure for which there is no other funding source. An advisory committee 
| makes recommendations on the allocation of the Preventive Health Block Grant using criteria to rank the size and 
| seriousness of a health problem, the effectiveness of intervention, and the availability of funding from other sources. 


| aan The annual amount budgeted for the Preventive Health Block Grant in the 2003 biennium is in excess 
| Ree oy of the annual grant amount expected by DPHHS ($1,040,245). The legislature may wish to request that 


























DPHHS indicate how the amounts in Table 07-06 would change to accommodate a lower level of 
|| Preventive Health Block Grant. 
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4 Present Law Adjustments 


State Federal State Federal 
General Special Special Funds General Special Special 


Personal Services 214,149 
Vacancy Savings (177,514) 
Inflation/Deflation 5,234 
Fixed Costs 73,013 


Total Statewide Present Law Adjustments $114,882 


DP 15 - Indian Health Services Caseload Adj 

0.00 1,000,000 1,000,000 ; 1,050,000 
DP 16 - Tobacco Prevention Grant Increase 

1.00 159,586 159,586 i 0 159,754 
DP 17 - Epi and Lab Capacity Grant 

0.00 74,438 74,438 \ 0 74,438 
DP 18 - EMT Certification 

0.00 0 36,350 ; 36,350 0 
DP 19 - Local Board Inspection Fund 

0.00 0 50,000 y 50,000 0 
DP 20 - Montana Birth Outcomes Monitoring S 

0.00 0 60,455 60,455 : 0 0 
DP 21 - Fetal Infant Child Mortality Review 

0.00 0 150,000 150,000 3 0 0 150,000 150,000 
DP 42 - Medicare Buy-In Caseload Adjustment 

0.00 146,448 393,552 540,000 : 210,444 569,556 780,000 
DP 43 - Medicaid Caseload Adjustment 

0.00 3,995,859 15,393,076 19,388,935 x 6,221,977 22,328,860 28,550,837 
DP 44 - CHIP Annualization 

6.00 1,899,906 8,052,458 9,952,364 d 1,914,835 8,037,529 9,952,364 
DP 85 - Public Health Training Institute 

0.00 79,500 0 79,500 ; 79,500 0 79,500 
DP 88 - Increase DRAMS Contract 

0.00 25,000 75,000 100,000 .00 - 25,000 0 75,000 100,000 
DP 89 - Medicaid Drug Rebates as Revenue 

0.00 0 4,517,779 12,140,699 16,658,478 : 0 5,610,780 15,185,292 20,796,072 
DP 106 - WIC Infant Formula Rebates 

0.00 0 0 3,300,000 3,300,000 y 0 0 3,300,000 3,300,000 
DP 701 - Transfer of Tobacco funds to OPI 

0.00 (158,477) 0 0 (158,477) “ (158,477) 0 0 (158,477) 





Total Other Present Law Adjustments 
7.00 $5,988,236 $4,604,129 $40,799,264 $51,391,629 : $8,293,279 $5,697,130 
$50,930,429 $64,920,838 


Grand Total All Present Law Adjustments $51,506,511 





$65,093,309 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


Present law adjustments add 7.0 FTE: 6 in the CHIP program; and 1 in the tobacco control program. Present law 


adjustments add $117 million over the biennium, with all but $1 million due to caseload adjustments and accounting 
changes. 
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New Proposals 


Prgm General 


DP 87 - Compliance Investigator FTE increa 

07 0.85 18,148 
DP 90 - Claims Adjudication Specialists 

07 2.00 
DP 102 - Highway Traffic Safety Grant 

07 0.00 0 
DP 103 - Fetal Alcohol Syndrome 

07 0.00 0 
DP 104 - Health Educator - Women's Health Se 

07 1.00 0 
DP 107 - MCH Data Analyst Position 

07 1.00 ° 0 
DP 108 - Bunker Hill Federal Grant 

07 0.00 0 
DP 109 - Upgrade/Replace WIC Eligi & Ben Sys 

07 0.00 0 
DP 110 - Public Health Laboratory 

07 2.00 0 
DP 111 - Bioterrorism preparedness 

07 1.00 0 
DP 124 - Ambulance Provider Rate Increase 

07 0.00 97,090 
DP 125 - Dental Provider Rate Increase 

07 0.00 290,435 
DP 126 - Provider Rate Increase - RBRVS/PASS 

07 0.00 271,611 
DP 127 - Hospital Provider Rate Increase 

07 0.00 121,541 
DP 144 - Elimination of Medicaid Asset Test 

07 0.00 416,965 
DP 145 - CHIP Eligibility Increase 

07 0.00 0 
DP 150 - Public Health Preparedness 

07 0.00 
DP 200 - Certificate of Need Operations 

07 0.00 23,666 
DP 700 - Federal Funds for Medicaid Outreach 

07 0.00 0 


(11,413) 


75,000 


DP 702 - Cardiovascular Health Program - CDC Gran 


07 1.50 0 
DP 703 - Trauma System Implementation 
07 1.00 0 


Total 10.35 $1,303,043 


New Proposals 


State 
Special 


0 
0 
197,808 
0 


0 


0 
0 
217,110 


$481,844 


Federal 
Special 


21,031 
(96,158) 
83,000 
600,000 
54,551 
38,758 
200,000 
500,000 
0 
454,346 
260,910 
780,491 
729,906 
858,190 
373,550, 
0 

0 

0 
1,000,000 
260,902 


0 


$6,119,484 


Funds 


Socio 
(107,571) 
83,000 
600,000 
54,551 
38,758 
200,000 
500,000 
66,926 
454,346 
358,000 
1,070,926 
1,001,517 
Legh 7it539: 
790,522 
0 

75,000 
23,666 
1,000,000 
260,902 
217,110 


$7,904,371 


General 


16,576 
(37,784) 
0 


0 


0 
99,826 
382,994 
545,823 
51,155 
414,812 
728,418 
75,000 
24,613 
0 

0 

0 


$2,301,433 


State 
Special 


0 
67,143 
0 

0 

0 

0 
596,000 
0 


0 


0 
0 
217,110 


$880,253 


Federal 
Special 


22,733 
(173,583) 
83,000 
600,000 
50,719 
36,872 
200,000 
1,530,000 
0 
454,346 
270,174 
1,036,552 
1,477,241 
1,751,491 
375,709 
3,057,538 
0 

0 
1,000,000 
237,768 


0 
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39,309 
(211,367) 
83,000 
600,000 
50,719 
36,872 
200,000 
1,530,000 
67,143 
454,346 
370,000 
1,419,546 
2,023,064 
2,398,646 
790,521 
3,785,956 
75,000 
24,613 
1,000,000 
237,768 


217,110 


$12,010,560 $15,192,246 





New proposals increase the 2003 biennium budget by 10.35 FTE and $23 million total funds, including $3.6 general 
fund. 4.5 FTE are added to support categorical federal grants, 3.85 FTE are added to support functions funded by fees 
and state special revenue, and 2.0 FTE are added to promote cost savings in outpatient Medicaid services. Most of the 
budget increases are related to new or increased amounts of categorical federal grants. 
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Sub-Program Details 


Division Administration 01 
Sub-Program Proposed Budget 


Base 
Budget 


Budget Item Fiscal 2000 


Poe 8.21 
509,875 
460,467 
192, 
0 


Personal Services 
Operating Expenses 


0 
0 
Debt Service 0 


Total Costs $986,134 
Zal,o ay 
19,542 
1333295 


Total Funds $986,134 


Division administration includes staff and resources that provide overall direction, leadership, fiscal, and policy services 


PL Base 
Adjustment 
Fiscal 2002 


0.00 


(11,630) 
4,819 


($6,811) 
10,364 
999 
(18,174) 


($6,811) 


New 
Proposals 
Fiscal 2002 


0.00 


0 
200,000 


$200,000 
0 

0 
200,000 


$200,000 
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Total 
Exec. Budget 
Fiscal 2002 


8.21 
498,245 
665,286 

155792 

0 

0 

0 

0 
$1,179,323 
241,701 
20,541 
917,081 


$1,179,323 


PL Base 
Adjustment 
Fiscal 2003 


($1,550) 
12,909 
1,169 
(15,628) 


($1,550) 


New 
Proposals 
Fiscal 2003 


0 
200,000 


$200,000 
0 

0 
200,000 


$200,000 


Total 
Exec. Budget 
Fiscal 2003 


8.21 
502,072 
666,720 

1155792 

0 

0 

0 

0 
$1,184,584 
244,246 
20,711 
919,627 


$1,184,584 





Total 
Exec, Budget 
Fiscal 02-03 





for all programs administered by the division. The $0.4 million annual increase is due to new proposal to provide free 
screening to Montana residents exposed to lead when they lived in Idaho (see new proposal 108 Bunker Hill Grant). The 
cost of division administration is allocated among all division programs. 


Present Law Adjustments 


General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 
Total Other Present Law Adjustments 
0.00 $0 


Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 


State 
Special 


Federal 
Special 


($6,811) 


General 


State 
Special 


Federal 
Special 





($1,550) 


The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 


present law. 


"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 


Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


The only present law adjustments for the division administration function are statewide present law adjustments. 


Vacancy savings offset other increases, resulting in a negative adjustment of about $8,300 over the biennium. 
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‘| PNew Proposals 


Federal 
Special 


State 
Special 


State 


Sub Prgm Special Special 


DP 108 - Bunker Hill Federal Grant 


01 0.00 200,000 


200,000 ! 0 


Total 0.00 $200,000 $200,000 fy $0 $200,000 


New Proposals 
DP 108 - Bunker Hill Federal Grant - The Executive Budget includes $400,000 federal funds from a grant to conduct 
medical screening of Montana residents exposed to high levels of lead at the Bunker Hill lead smelter in Kellogg, Idaho. 


In 1973 the smelter burned, releasing high levels of lead into the surrounding environment. It is estimated that as many 
as 10 percent of the 8,500 residents of the Silver Valley between 1973 to 1981 have moved to Montana. 


DPHHS plans to establish a Montana office with a toll-free line and fund media messages to identify and locate 
individuals currently residing in Montana that are part of the at-risk Silver Valley population. Eligible persons would be 
provided a free preliminary screen for hypertension and renal disease, two potential diseases related to lead exposure. If 
a medical problem is identified, eligible persons will be offered additional free medical screening by a health care 
provider of their choice. This screening, when necessary, will include a diagnostic evaluation by a sub-specialist. The 
program cannot pay for medical therapy that may be required. 





The expenditures from this new proposal will provide direct services and benefits to individuals, yet the 
ati o expenditures are recorded as an operating expense for state government. The Executive Budget overstates 

government operating costs and understates appropriations for grants and services to individuals. If the 
legislature approves the executive request, it may wish to appropriate the funds in the grant or benefits category of 
expenditure to reflect that the expenditures will benefit individuals rather than support government operating costs. 






LFD 







Sub-Program Details 


Medicaid 02 
Sub-Program Proposed Budget 


Budget Item 


PIE 


Personal Services 
Operating Expenses 


Equipment 
Grants 


Benefits & Claims 


Total Costs 


General Fund 


Total Funds 


Base 
Budget 
Fiscal 2000 


2a 12 


1,096,844 
3,239,498 
158,260 
137,948 
197,690,616 


$202,323,166 
41,773,578 
9,409,558 
151,140,030 


$202,323,166 


PL Base 
Adjustment 
Fiscal 2002 


0.00 


8,133 
107,084 

0 

0 
37,587,413 


$37,702,630 
5,764,338 
2,875,195 
29,063,097 


$37,702,630 
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New 
Proposals 
Fiscal 2002 


2.00 


61,429 
1,011,000 


0 
0 
4,218,504 


$5,290,933 
1,186,229 
197,808 
3,906,896 


$5,290,933 


Total 
Exec. Budget 
Fiscal 2002 


Qi sl2 


1,166,406 
4,357,582 
158,260 
137,948 
239,496,533 


$245,316,729 
48,724,145 
12,482,561 
184,110,023 


$245,316,729 


B-85 


PL Base 
Adjustment 
Fiscal 2003 


0.00 


13,982 
108,668 

0 

0 
51,176,909 


$51,299,559 
7,891,536 
4,122,196 
39,285,827 


$51,299,559 


New 
Proposals 


Fiscal 2003 


2.00 


61,633 
1,007,000 
0 

0 
6,721,777 
$7,790,410 


1,456,826 
596,000 
5,737,584 


$7,790,410 


Total 
Exec. Budget 
Fiscal 2003 


Dil 2 


1,172,459 
4,355,166 
158,260 
137,948 
255,589,302 


$261,413,135 
51,121,940 
14,127,754 
196,163,441 


$261,413,135 





Total 
Exec. Budget 
Fiscal 02-03 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments $15,217 


DP 15 - Indian Health Services Caseload Adjustment 

0.00 0 1,000,000 1,000,000 F 0 1,050,000 
DP 42 - Medicare Buy-In Caseload Adjustment 

0.00 146,448 393,552 540,000 y 210,444 569,556 780,000 
DP 43 - Medicaid Caseload Adjustment 

0.00 3,995,859 15,393,076 19,388,935 : 6,221,977 * 22,328,860 28,550,837 
DP 88 - Increase DRAMS Contract 

0.00 25,000 0 75,000 100,000 : 25,000 0 75,000 100,000 
DP 89 - Medicaid Drug Rebates as Revenue 

0.00 0 4,517,779 12,140,699 16,658,478 i 0 5,610,780 15,185,292 20,796,072 





Total Other Present Law Adjustments 
0.00 $4,167,307 $4,517,779 $29,002,327 $37,687,413 : $6,457,421 $5,610,780 
$39,208,708 $51,276,909 


Grand Total All Present Law Adjustments $37,702,630 
$51,299,559 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 





The Medicaid Services and CHIP Bureau administers a wide range of medical programs. (The changes for CHIP 
services are included in a separate sub-program.) The bureau operates 30 different Medicaid medical programs with 
more than 6,000 providers. Passport, a primary care case management program (gatekeeper model) that began in 1993 
and includes approximately 70 percent of all Medicaid recipients is the managed care program for Medicaid. The 
Medicaid HMO program was discontinued in July 2000 and recipients who were previously served under this program 
are now served by Passport. 


The Bureau manages other Medicaid services including physicians; mid-level practitioners; podiatrists; laboratory; 
imaging; family planning; public health clinics; pharmacy; home infusion therapy; durable medical equipment; 
transportation; ambulance; audiology; hearing aids; vision services; eyeglasses; chiropractors; nutritionists; dental; 
private duty nursing; school-based services; Qualified Medicare Beneficiary (QMB); and presumptive eligibility for 
pregnant women; and respiratory, physical, occupational, and speech therapy. 


With the exception of the Indian Health Services program, the state must provide a match for Medicaid services. 
Administrative costs are funded 50 percent state match, with some functions at an enhanced rate of 10 to 25 percent. The. 
state match for services costs declines from 27.85 percent in fiscal 2000 to 27.12 percent in fiscal 2002 and 26.98 percent 
in fiscal 2003. 


The Medicaid services budget increases $100 million over the 2003 biennium, largely due to caseload growth and 
inflation in the cost of services such as pharmacy. The division budget overview includes a table and narrative 
explaining individual Medicaid services and showing actual and budgeted costs. The table shows Medicaid services and 
individual benefits in relationship to the total division budget request. Medicaid services account for 80 percent of the 
division budget request in fiscal 2003 
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| | LED Historically, Medicaid service cost estimates in the Executive Budget have been based on the most 
\Weewitioam mcent Medicaid paid claims data and estimates have been updated during appropriation subcommittee 


hearings in February of the session year. The Medicaid estimates used in the Executive Budget are 
based on July Medicaid paid claims data. Updates may materially affect the present level costs of maintaining Medicaid 
funded services during the 2003 biennium. 





DP. 15 - Indian Health Services Caseload - The Executive Budget includes a $2 million increase in federal funds over the 
biennium for the Indian Health Services program, which pays the Medicaid costs for Medicaid-eligible Native 
Americans served at Indian Health Services facilities. The increase is based on an estimated 5 percent increase due to 
the number of eligibles and service utilization. Indian Health Services is funded entirely with federal funds. 


| DP 42 - Medicare Buy-In Caseload Adjustment - The Medicare Buy-In program allows state Medicaid programs to 
purchase Medicare coverage through premium payments for Medicaid recipients who are dually eligible for Medicare 
and Medicaid. Subsequently, Medicare covers the cost of most services for an individual with no further Medicaid 
liability. Medicaid is liable only for the costs of non-Medicare covered services and for co-insurance and deductibles 
related to services utilized. This request reflects increases in caseload and premiums for Medicare Part A and Part B. 
Premium increases are based on projections by the Health Care Financing Administration: monthly premiums for Part B 
will increase from the 1999 level of $44.67 to $47.46 per month in 2002 and $48.25 per month in 2003. Premiums for 
Medicare part A will be static over the next several years. Caseload increases assume a 2 percent increase in the number 
of eligibles for part B, consistent with actual increases over the last several years. 


DP 43 - Medicaid Caseload Adjustment - The Executive Budget includes $47.9 million (including $13 million general 
fund) for caseload, service utilization, and inflation increases in Medicaid funded primary care and hospital programs. 
The increase represents a compounded an annual increase of about 10.1 percent per year from fiscal 2000 to fiscal 2003. 
Base budget costs were $168.7 million. The department utilizes a complex set of projections, based on statistical trends 
relating to monthly eligibility, type of provider, number of services, cost per service, and health care inflation, from 
several sources in establishing its budget request. Medicaid is an entitlement program, which makes any person meeting 
eligibility criteria for the program eligible for services. 





the Revenue and Taxation Interim Committee. Since the 9-mill income is budgeted as Medicaid match in this 
division, the Executive Budget is $2 million short in state matching funds to cover the projected increase in 
| Medicaid costs. 


The Executive Budget includes $2 million more in 9-mill levy revenue than the revenue estimates adopted by 
ISSUE 





DP 88 - Increase DRAMS Contract - This request adds $200,000 total funds, including $50,000 general fund, over the 
biennium to pay for enhancements and ongoing operation of the Drug Rebate Analysis and Management System 
(DRAMS) program. DPHHS implemented DRAMS in September 1999, because the former system used to support drug 
rebates was not year 2000 compliant. 


The Omnibus Budget Reconciliation Act of 1990 mandated that federal financial participation for outpatient drugs 
covered under Medicaid programs was contingent on rebate agreements signed by manufacturers. Montana Medicaid 
has participated in the drug rebate program since 1991 and has collected over $49 million in rebates. 


DP _89 - Medicaid Drug Rebates as Revenue - The Executive Budget includes an increase of $37 million over the 
biennium to comply with a legislative audit finding. The DPHHS 1999 financial audit determined that abating drug 
rebate receipts against pharmacy expenditures did not correctly record expenditures and revenues and that use of 
abatements does not comply with generally accepted accounting principles. The audit recommendation requires the 
department to account for rebates as revenue and not use rebates to offset expenditures starting in fiscal 2002. This 
accounting change requires that the costs, which were formerly reduced by drug rebate revenue, will be included in the 
budget. 
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There are two issues related to drug rebates: 1) use of state special revenue instead of general fund; and 2) || 
conditions the legislature may wish to establish if it approves state special revenue as the fund type for state || 
match for rebate expenditures. | 


LFD 
ISSUE 


State Special Revenue or General Fund 

The drug rebate appropriation is made from state special revenue and federal funds. Use of a state special revenue 
appropriation in this instance may not comply with legislative policies governing the use of state special revenue 
accounts as established in statute (Section 17-1-505(3), MCA). Three of those guidelines that are appropriate to this 
proposal include: 1) the program or activity provides direct benefits to those who pay the dedicated tax, fee, or 
assessment; 2) the tax, fee, or assessment is commensurate with the cost of the program or activity; and 3) the dedicated 
revenue does not impair the legislature's ability to scrutinize budgets, control expenditures, and establish priorities for | | 
state spending. The use of a state special revenue account does not appear to meet these legislative policy guidelines for | 
this proposal. 


Drug rebate revenue does not provide a direct benefit to those who pay the fee or tax and it is not commensurate with the 
cost of the program. Depending on how closely the legislature reviews and establishes drug rebate revenue, the state 
special revenue designation could impair its ability to establish and control expenditures. 


If the legislature believes that it is inappropriate to budget the state Medicaid match for rebates from state special revenue 
it could budget the state match from the general fund. There would be no impact to the general fund balance, assuming 
drug rebate expenditure estimates were accurate or nearly so. There would be no impact to the general fund balance 
because rebate revenues would be deposited to the general fund and offset the general fund appropriation. 


Use of State Special Revenue 

If the legislature approves use of state special revenue for the state match drug rebates, it could consider establishing 
conditions that would prevent expansion of the Medicaid program if rebate revenues were higher than budgeted. If 
rebate income exceeds the state special revenue appropriation, DPHHS would be able to transfer state special revenue 
authority from other programs to augment the appropriation. The legislature could consider allowing DPHHS to increase 
the state special revenue match by reducing general fund Medicaid matching funds an equivalent amount. This condition 
could be placed appropriately in HB 2. 


New Proposals 


General State Federal General State Federal 
Fund Special Special Fund Special Special 


DP 90 - Claims Adjudication Specialists 

02 2.00 (11,413) (96,158) (107,571) / (37,784) (173,583) (211,367) 
DP 124 - Ambulance Provider Rate Increase 

02 0.00 97,090 260,910 358,000 : 99,826 270,174 370,000 
DP 125 - Dental Provider Rate Increase 

02 0.00 290,435 0 780,491 1,070,926 f 382,994 0 1,036,552 1,419,546 
DP 126 - Provider Rate Increase - RBRVS/PASS 

02 0.00 271,611 0 729,906 1,001,517 4 545,823 0 1,477,241 2,023,064 
DP 127 - Hospital Provider Rate Increase 

02 0.00 121,541 197,808 858,190 1,177,539 , 515155 596,000 1,751,491 2,398,646 
DP 144 - Elimination of Medicaid Asset Test 

02 0.00 416,965 0 373,557 790,522 i 414,812 0 375,709 790,521 
DP 700 - Federal Funds for Medicaid Outreach 

02 0.00 ; 0 0 1,000,000 1,000,000 3 ‘ 0 0 1,000,000 1,000,000 


Total 2.00 $1,186,229 $197,808 $3,906,896 $5,290,933 : $1,456,826 $596,000 $5,737,584 $7,790,410 





New Proposals 

DP 90 - Claims Adjudication Specialists - This request includes 2.0 FTE and $140,000 in operating costs over the 
biennium to perform claims adjudication procedures. Anticipated savings in Medicaid services costs provide a net 
savings of $319,000 total funds and $49,000 general fund over the biennium. . 
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The new positions would perform complex claims adjudication procedures that are currently done by program managers. 
This change is anticipated to provide program managers with additional time to work on other cost containment 
measures, such as developing programs that would reduce outpatient hospital procedures that are performed out of state. 
| It is anticipated that a 25 percent reduction in out-of-state outpatient hospital procedures would result within the first full 
| year after implementation. 





DP. 124 - Ambulance Provider Rate Increase - This request includes $800,000 total funds, including $197,000 general 
} fund to raise ambulance rates by 35 percent in fiscal 2002. The funding would also allow DPHHS to change the 
Medicaid reimbursement methodology to follow that used by Medicare. 


The Medicaid program reimburses ambulance services in aggregate at about 37 percent of usual and customary charges. 
By comparison, Medicare reimbursement for similar services is about 69 percent of charges for basic life support and 75 
percent of charges for advanced life support. The adoption of Medicare reimbursement methodology would standardize 
Medicare and Medicaid coverage policies. 


| State Medicaid programs must establish rates at a level adequate to ensure access to services for 
HYD se Seis ; a : a 
ROA ONG Medicaid recipients. No ambulance providers have refused to participate in the Medicaid program due 





to reimbursement rates. 





DP 125 - Dental Provider Rate Increase - This request adds $2.1 million total funds and $0.7 million general fund over 
the biennium to raise Medicaid dental/denturist aggregate reimbursement to 72 percent of the usual and customary 
charges. The current rate of reimbursement for dental/denturist services is 65 percent of usual and customary charges. 
The request would increase the total dental program cost by nearly 20 percent in fiscal 2002. As part of this request, 
DPHHS will also work with dentists to rebase the current Medicaid fee schedule to provide reasonable and adequate 
reimbursement for dental/denturist services to ensure access to care. 


As noted previously, under federal Medicaid regulations (42CFR 447.204) Medicaid payment rates must be sufficient to 
enlist enough providers so that services under the state plan are available to recipients at least to the extent that they are 
available to the general public. DPHHS believes that low reimbursement rates are the primary reason that Medicaid 
recipients have problems obtaining access to care. 


aon This recommendation was made by the Montana Dental Access Coalition, which was established by 
COMMENT the Children, Families, Health and Human Services Interim Committee. 





DP 126 - Provider Rate Increase - RBRVS/PASS - This request adds $3 million total funds including $0.8 million 
general fund for a 2.5 percent reimbursement increase for physicians; nurse practitioners; physician assistants; 
podiatrists; chiropractors; audiologists; and physical, occupational, and speech therapists paid under the Resource Based 
Relative Value System (RBRVS) for each year of the biennium. Mental health providers are not included in this request. 


Currently, Medicaid rates in aggregate are at 93 percent of Medicare rates, which corresponds to 55 percent of provider 
charges. A 2.5 percent annual rate increase will raise Medicaid rates to 93.5 percent of Medicare rates in fiscal 2002. 





According to a December 1999 survey by the Montana Medical Association (MMA), 18 percent of primary care 
practitioners restrict or limit the number of Medicaid recipients they will see. The MMA also estimates that Medicaid 
reimbursement is 36 percent less than that of average private insurers and 43 percent less than Blue Cross Blue Shield 
rates. Providers have received 1.5 percent or lower annual rate increases since the early 1980's. DDPHHS believes that 
low reimbursement rates are the primary reason some physicians limit the number of Medicaid recipients that they will 
see. 
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This proposal also assumes that the RBRVS system will be fully implemented during the 2003 biennium with no 
transition corridors and that Medicaid would continue to pay 10 percent more for obstetrical and family planning related 
services. | 


LFD 


COMMENT implementation of RVRBS. Language added in the 2001 biennium was: 


"Implementation of the resource-based relative value scale (RBRVS) provider rate system must be phased in | 
over the 2001 biennium. The department shall use funds in item [Medicaid Provider Rate Increase] to raise rates 
paid to those codes that are paid the lowest percentage of Medicare reimbursement. The department shall freeze 


reimbursement for all other procedure codes previously decreased under the phase in of the RBRVS 
reimbursement system at the fiscal year1999 level of reimbursement." 


This language "holds harmless" providers whose reimbursement rates would decline under full implementation of 
RBRVS. Increased funds are then allocated only to raise rates of providers whose reimbursement is lower than would be 
paid under full implementation of RBRVS. DPHHS is not recommending continuation of this language. 


DP 127 - Hospital Provider Rate Increase_- This request adds $3.6 million total funds and $0.2 million general fund over 
the biennium for a 1.85 percent annual provider rate increase for hospital providers participating in Medicaid program. 
The rate increase is below the rate of inflation for health care providers established by the Health Care Price Index as of 
December 2000. 


The Executive Budget includes $0.8 million in interest from the constitutional tobacco settlement trust 
LFD 2 65 : 
COMMENT fund to fund part of the state share of this proposal. Please see the issue raised in the agency narrative 


that shows the Executive Budget request compared to the interest income available for appropriation 


from the trust fund. Legislative staff estimates show that there is $1.5 million of trust fund interest available for 
appropriation above the level requested by the executive. 





DP. 144 - Elimination of Medicaid Asset Test - The Executive Budget includes $1.6 million total funds, including $0.8. 


million general fund, for the biennium to remove the resource/assets test for pregnant women and children in the poverty 
level Medicaid programs. 


Resources are liquid assets such as bank accounts, certificates of deposit and stocks. Non-liquid assets such as property 
and vehicles are also resources. Generally speaking, an applicant's home and one vehicle are not counted when 
determining assets. If an applicant has income within financial limits, but assets in excess of the asset limit, he or she 
will not qualify for Medicaid. Montana's resource limit is $3,000. Forty-one states have eliminated resource tests for 
Medicaid eligibility for these groups. 


Eliminating the resource test makes poverty level program eligibility more compatible with CHIP and MHSP eligibility. 
This change will move children who are currently covered under the CHIP program (19 percent general fund) and the 
Mental Health Services Plan (100 percent general fund) to the Medicaid program (27 percent general fund). 
Additionally, 126 more low-income pregnant women will become eligible for services. DPHHS estimates that the 
elimination of the resource test would increase the number of Medicaid eligible children and women by 2,346. 


remove the asset test once the revisions are available. Those revisions are: 1) the total Medicaid cost of 

providing mental health services to CHIP eligible children receiving expanded mental health services; 2) the 
total savings due to non-CHIP eligible children receiving state funded mental health services; and 3) the average cost per 
child. 


aah The legislature may wish to request some revisions to the executive estimates and review the cost estimate to 
ISSUE 
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In the past two biennia, the legislature has added language to HB 2 regarding the transition to full | 
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Medicaid Cost of CHIP Eligible Children Receiving Expanded Mental Health Services 
The Executive Budget makes some assumptions that appear to be inaccurate in its estimate of the cost to 
eliminate the asset test. The executive assumes that the total cost of each child who moves from the 
| expanded mental health services will be less when the child becomes Medicaid eligible. That assumption may not be 
accurate. Since the same medical necessity and utilization review of services are applied to children's mental health 
services provided through Medicaid funds and through MHSP general fund, it seems that the services provided and 
||| therefore the cost of mental health services would not change. The Executive budget estimates that general fund cost 
i savings for this group will be about $50,000. A revision recognizing the same service mix would result in an increase of 
_|$100,00 general fund over the biennium. The net effect of this revision would be to add $150,000 general fund to the 
| | cost estimate. 


i) LED ISSUE 
|| Cease) 


Medicaid Cost of Non-CHIP Eligible Children Receiving State Funded Mental Health Services 

Additionally, the executive assumes that all children receiving mental health services through MHSP are CHIP eligible. 
_| However, there are children receiving state funded mental health services who are not CHIP eligible but could be 
| Medicaid eligible if assets are not considered. The cost of extending Medicaid coverage to those children would be a net 

general fund reduction of $3,000 per child over the biennium. In order to estimate the total cost savings due to this 

revision legislative staff requested that DPHHS provide December enrollment data of the number of MHSP eligible 

children who are not CHIP eligible and whose families have incomes less than 133 percent of the poverty level. 


Average Cost Per Child 

The executive assumes that the average cost per child is fixed throughout the biennium, yet the cost of state-funded 
mental health services and Medicaid increase throughout the 2003 biennium, due in part to inflation and provider rate 
increases. The average costs use to calculate the asset test change do not include these cost changes. 





DP _700 - Federal Funds for Medicaid Outreach - The Executive Budget includes $2 million federal funds over the 
biennium to improve Medicaid enrollment and eligibility determination processes. The enhanced funding is available to 
assist with the additional expenses attributable to the provisions of the Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996. 


States must provide a 75 to 90 percent match depending on the type of activity performed. The state match will be 
funded within existing appropriations. 


Sub-Program Details 


Health Systems 03 
Sub-Program Proposed Budget 





Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 





33.87 1.00 2.50 B73) 1.00 2.50 S73) 


1,242,438 181,042 103,339 1,526,819 191,566 103,695 1,537,699 
6,157,736 76,716 449,730 6,684,182 81,272 426,144 6,665,152 
20,997 0 0 20,997 0 0 20,997 
53,485 0 0 53,485 0 0 53,485 
567 0 31,609 32,176 0 32,652 33,219 


Total Costs $7,475,223 $257,758 $584,678 $8,317,659 $272,838 $562,491 $8,310,552 
General Fund 4,002,134 (38,645) 23,666 3,987,155 (33,166) 24,613 3,993,581 


State/Other Special 21,784 36,350 217,110 275,244 36,350 217,110 275,244 
Federal Special 3,451,305 260,053 343,902 4,055,260 269,654 320,768 . 4,041,727 


Total Funds $7,475,223 $257,758 $584,678 $8,317,659 $272,838 $562,491 $8,310,552 
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The Health Systems Bureau is responsible for establishing state public health policy and implementing state programs 
that promote the health of all Montanans by controlling and preventing chronic diseases and injuries. The bureau: 
e Emphasizes development and maintenance of statewide systems to improve delivery of public health programs, 
chronic disease prevention, health promotion, injury prevention, primary care, and emergency medical services; 
e Manages statewide programs in breast and cervical cancer screening, diabetes control, cardiovascular disease 
prevention, and tobacco use prevention; 
e Exercises responsibility for a statewide emergency medical services and trauma system; 
e Licenses ambulances, trains emergency medical technicians/first responders, monitors trauma services with 
Montana hospitals, and operates the poison control center; 
e Administers health planning functions including the Certificate of Need Program, Montana Health Agenda, and 
the establishment of data sources to assist in health planning and prioritization; and 
e Administers the federal Preventive Health Block Grant, which provides funding for state public health programs. 


The bureau is funded from general fund, federal funds, and state special revenue. General fund supports tobacco control 
($3.3 million per year); emergency medical services ($370,000 per year); health planning ($170,000 per year); and 
certificate of need ($24,000 per year). State special revenue supports trauma system implementation ($216,000 per 
year), and emergency medical technician certification and licensing ($58,000 per year). Federal grant funds support the | 
balance of program costs. 





The 2003 biennium budget request is $1.7 million greater than base budget expenditures. Federal grant increases for 
tobacco control and cardiovascular health comprise almost half of the increase and add 3.5 FTE. A new proposal to | 
implement the state trauma system is funded from an increase in motor vehicle registration fees of about 3.5 percent. 










The 1999 legislature added the following language to HB 2 related to the Health Systems Bureau: 
ISSUE 


"Item [Chronic Disease Epidemiologist] includes funds for a chronic disease epidemiologist FTE. If the 
federal grant funds supporting this position decline or are eliminated, the department shall reduce the FTE from 
its budget request for the 2003 biennium. Federal grants supporting this position include the behavioral risk 
surveillance grant, the diabetes control grant, the tobacco control grant, and the tumor registry grant." 


















"If federal grant funds supporting item [Trauma System Development] decline or are discontinued, the 
department shall remove funding for the FTE supported by this federal grant in its 2003 biennium budget 
request." 









Epidemiologist 
While the bureau did not request funding to continue the chronic disease epidemiologist function, it appears that the FTE 
was not removed from the budget request. Legislative staff has requested the position number used for the 
epidemiologist to determine if the FTE was removed in compliance with HB 2 or if the FTE has been included in another 
part of the budget request. The legislature may wish to determine whether to continue funding for the FTE if it is 
included in the budget request. 








Trauma System 
The bureau is requesting a new FTE and funding source to continue trauma system implementation since the federal 
grant funds were discontinued. It appears that the trauma system FTE was not removed from the base budget. 
Legislative staff has requested the position number used for the trauma system FTE to determine whether the FTE was 
removed in compliance with HB 2 language or if the FTE has been included in another function in the budget request. 
The legislature may wish to determine whether to continue funding for the FTE if it is included in the budget request. 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


-# Personal Services 172,872 
Vacancy Savings (38,881) 
|) | Inflation/Deflation 3,267 
}) | Fixed Costs 3,541 


‘Total Statewide Present Law Adjustments $140,799 


DP 16 - Tobacco Prevention Grant Increase 

1.00 0 159,586 159,586 : 0 159,754 
DP 18 - EMT Certification 

0.00 0 0 36,350 y 0. 0 36,350 
DP 85 - Public Health Training Institute 

79,500 0 79,500 : 79,500 0 79,500 

DP 701 - Transfer of Tobacco funds to OPI 

0.00 (158,477) 0 (158,477) i (158,477) 0 (158,477) 


Total Other Present Law Adjustments 
1.00 ($78,977) $36,350 $159,586 $116,959 ; ($78,977) $36,350 $159,754 $117,127 





Grand Total All Present Law Adjustments $257,758 $272,838 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 16 - Tobacco Prevention Grant Increase - This request adds 1.0 FTE and $319,340 in federal authority over the 
biennium to support community-based programs and to create and implement monitoring and evaluation systems for the 
tobacco use prevention. The FTE has already been hired and was authorized by operating plan budget changes approved 
by the Office of Budget and Program Planning. The FTE would become part of the personal services funding level 
recognized by the legislature in establishing future program budgets if this proposal is approved. Base expenditures for 
the tobacco control program were $4.3 million total funds, including $3.5 million general fund appropriated from 
tobacco settlement proceeds. 


Direct medical costs related to smoking in Montana are estimated at $153 million annually by the Centers for Disease 
Control and Prevention. It is estimated to cost the Montana Medicaid program $12 million annually. 


aaP The 1999 legislature added the following language to HB 2: 
ieee "The department shall use $430,000 of funds each year of the biennium in item [tobacco prevention and 


control federal funds appropriation] to increase grants to local governments and communities." 


Legislative staff requested documentation of the contracts let for tobacco control by function and funding source to 
determine compliance with HB 2 language. Review of base budget expenditures as recorded in the accounting system 


did not support use of tobacco control funds in a manner consistent with HB 2 language. All of the tobacco control costs 
were recorded as operating costs by DPHHS, with the majority recorded as contracted services. None of the 
expenditures for tobacco control activities were recorded as grant expenditures. 


Review of contracts indicates that at least $418,500 of contracts funded from the federal grant for tobacco control were 
with local communities. Another $140,000 of federal funds supported a contract with Montana State University- 
Bozeman to work with local schools and children in developing media and public awareness campaigns to discourage 
youth tobacco use. 
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Preliminary review of contracts indicates that DPHHS did not use $430,000 of the tobacco control | | 
LFD ISSUE th a ; by HB 2. The legisl ‘sh k | 
faye federal grant to contract with communities as required by ; e legislature may wish to ask | | 


DPHHS for more information and the reasons that more contracts were not let directly with} | 





communities as required in HB 2. 








to communities, the Executive Budget includes all increases, other than personal services, in the operating 
cost category. The Executive Budget overstates operating costs of state government and understates grant 
expenditures that provide direct and diverse public benefits. If the legislature approves this request, it may wish to 
appropriate an amount from the increase specifically for grants to communities as it did in the 2001 biennium. 












The 1999 legislature appropriated $2.2 million tobacco control funds, including $1.7 million general | 
LFD he 
COMMENT fund, each year of the 2001 biennium as grants. Accounting for tobacco control expenditures as 


operating expenses of the division makes is difficult to compare actual expenditures to legislative 
intent. Furthermore, to the extent that the contracts do not support operation and management functions of the division, 
operating costs are over-stated and grant expenditures are understated. 


Review of contracts indicates that at least $418,500 of expenditures from the federal grant and $1.7 million of the 
expenditures from the general fund appropriation for tobacco control were contracts with public or local entities to 
perform activities related to smoking cessation, tobacco use prevention, oral health screenings, and purchase of 
pharmacological anti smoking aids. 





DP 18 - EMT Certification - This request adds $72,700 state special revenue from fees for emergency medical technician 
certification and licensure. Fees are paid by persons who participate in the certification and licensure activity. The 
division expects a slight increase in fees and in the number of persons certified and licensed. Fee changes are due to 
price increases for the examination and certification process purchased from the National Registry of Emergency 
Medical Technicians and increases in state expenses. Base budget expenditures for this function were about $22,000 
state special revenue. 


DP _ 85 - Public Health Training Institute - The Executive Budget includes $160,000 general fund to support the 
development of the Montana Public Health Training Institute. The appropriation would fund contracted services to: 1) 
develop the curriculum modules to be used in the public health training institute; 2) manage the instructors needed for the 
institute; and 3) provide technical assistance in evaluation of the public health training institute. The eventual goal is to 
provide public health training for the following target audiences: county sanitarians; county health officers; public health 
nurses; members of local county health boards; and state public health workers. Currently there is no public health - 
curriculum offered for these practitioners in Montana. 


This proposal is partially funded by a four-year Robert Wood Johnson Turning Point grant ($125,000 per year). The 
general fund would cover costs not funded by the grant. DPHHS anticipates that the Institute will eventually charge 
tuition and fees for training. 


eae The legislature may wish to review the level of ongoing general fund support that the Institute would 


COMMENT 


need once it is implemented and charges for services. 





DP 701 - Transfer of Tobacco Funds to OPI - DPHHS entered into an interagency agreement with the Office of Public 
Instruction to perform a variety of school-related services in support of the Montana Tobacco Use Prevention Program. 
The agreement stipulates that an amount of funding - $158,477 general fund per year - would be transferred to the Office 
of Public Instruction. The general fund is allocated from Montana's share of tobacco settlement proceeds. 
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Although the new proposal for tobacco control federal grant funds indicates it will be used to increase grants i 
ISSUE 
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|, | New Proposals 


s General State Federal State Federal 
Sub Prgm Fund Special Special Special Special 


DP 102 - Highway Traffic Safety Grant 
3 


0 
DP 200 - Certificate of Need Operations 
0.00 23,666 0 ‘ 0 
DP 702 - Cardiovascular Health Program - CDC Gran 
1.50 0 0 260,902 260,902 3 237,768 
DP 703 - Trauma System Implementation 
03 1.00 0 217,110 0 217,110 : 217,110 0 





Total 2.50 $23,666 $217,110 $343,902 $584,678 $24,613 $217,110 $320,768 


New Proposals 

DP 102 - Highway Traffic Safety Grant - The Executive Budget includes a request for $166,000 federal funds to improve 
emergency medical services data collection and analysis and to enhance injury prevention. The funds will be used to 
continue the prehospital data collection system, to link the trauma register and EMS data base with other health care 
databases, and to provide funding for EMS agencies and non-profit organizations to promote injury prevention activities 
including seat belt use, child safety seat use, and bike helmet use. 


DP 200 - Certificate of Need Operations - The Executive Budget includes $48,000 general fund for the Certificate of 
Need program (authorized in Title 50, Section 5, Parts 1 and 3, MCA). Funds were not appropriated for this function by 
the 1999 legislature. DPHHS funded and recorded about $6,000 to $7,000 in expenditures for certificate of need activity 
in the Health Planning Administration program. Other activities delayed to fund certificate of need were health planning 
activities such as County Health Profiles and development and publication of the Montana Health Agenda. 


Expenses for the Certificate of Need program include, but are not limited to, legal newspaper advertisements, certified 
mailings and other postage/mailing expenses, travel to public informational hearings, legal fees incurred during 
reconsideration hearings, lawsuits and court appeals, and routine office expenses. The appropriation request is based on 
historic activity of 40 letters of intent, 16 applications, and 1 reconsideration hearing. Activity during the base budget 
year was 12 letters of intent, 8 applications (4 of which were reviewable), and | reconsideration hearing. DPHHS has 
indicated it will propose a bill to remove the certificate of need requirement from statute if the request is not funded. 
Program expenditures in fiscal 1998 and 1999 ranged between $38,000 and $39,000. 


DP_702 - Cardiovascular Health Program - CDC _- This request includes about $500,555 of federal funds for a 
cardiovascular health program and 1.5 FTE. Grant funds will end September 2003 and will support a total of 3.5 FTE, 
because 2.0 of the FTE are already funded in the DPHHS base budget using other sources of funds. 


The grant will support the following activities: 

e Change duties of the 2.0 existing FTE to support the cardiovascular health function full time; 

e Hire a half-time epidemiologist to develop an integrated surveillance system and provide assistance with survey 
design and data analysis; . 

e Conduct focus groups with priority populations (Native Americans, children and older Montanans) to develop 
culturally competent intervention strategies; 

¢ Conduct a comprehensive statewide inventory of policies and environmental factors that influence cardiovascular 
disease and the health status of Montanans; 
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e Conduct and disseminate results of four nutrition- and physical activity-related baseline surveys and the policy and 
environmental inventory; 

e Revise the cardiovascular disease state plan; and 

e Provide professional education opportunities to health professionals to build cardiovascular disease related skill 
levels. 


this grant may not be continued in the base budget funding or present law budget adjustments if the federal 
grant supporting the cardiovascular disease program is discontinued. 





If the legislature approves this request it may wish to add language to HB 2 specifying that the FTE funded by 
ISSUE 


DP_703 - Trauma System Implementation - The Executive Budget includes 1.0 FTE and $434,220 in state special — 
revenue funds to implement the trauma system. Federal grants funded development of the trauma system during the 
2001 biennium. Implementation is funded from state special revenue generated by an increase on vehicle registration. 





This proposal would: 
e Continue the position of the state trauma nurse coordinator who manages the state trauma care system; 
e Arrange and provide training programs for emergency medical personnel, physicians, nurses, and other medical 
personnel in the proper management of the acutely injured trauma patient; 
Manage the quality improvement process to improve the care of the trauma patient; 
Purchase and install the Montana Trauma Register program in 5 additional Montana trauma facilities; 
Provide assistance to the facilities in achieving trauma system designation; and 
Provide funding for a database technician to enter trauma register data into the state system and prepare reports for 
use by the state trauma care committee and by the trauma hospitals. 





a aaa 


This proposal is funded from an increase in vehicle registration fees. The Executive Budget notes that legislation will be 
required to increase the registration fee. 


cents per vehicle. Since license fees vary depending on the type and weight of vehicle licensed (Section 61-3- 

321, MCA) the overall increase to support the Executive Budget proposal would amount to 3.5 percent. The 
increase would require legislation to implement. DPHHS has indicated it will not request the legislation, but will 
endorse it. 


This proposal is funded by an increase in vehicle registration fees estimated by the executive to be 25 to 50 | 
ISSUE 


The department originally requested general fund to support the implementation of the trauma system. The funding was 
changed to state special revenue by the Office of Budget and Program Planning in its budget review. State special 
revenue may not be an appropriate fund source to support this function. 


The legislature adopted statutes expressing its policy regarding the use of state special revenue funds (Section 17-1- 
505(3), MCA). Three of those guidelines that are appropriate to this proposal include: 1) the program or activity 
provides direct benefits to those who pay the dedicated tax, fee, or assessment; 2) the level of revenue from the fee is 
commensurate with program costs; and 3) the dedicated revenue does not impair the legislature's ability to scrutinize 
budgets, control expenditures, and establish priorities for state spending. The use of a state special revenue account does 
not appear to meet these legislative policy guidelines for this proposal. 
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The vehicle registration fee does not have a direct relationship to the need for or use of trauma are. While 
aioe persons injured in vehicle accidents may require trauma care, they are not the only persons who need and 
access such care. And not all persons paying vehicle registration fees require trauma care. Users of trauma 
care and those who benefit from it are a more diverse population than persons paying to register vehicles. 


Fb) 





The vehicle fee may not be commensurate with program costs and could require an amendment to statute to change the 
fee to fund changes in program requirements. 





Sub-Program Details 


Family & Community Health 04 
Sub-Program Proposed Budget 








Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 





30.00 0.00 2.00 32.00 0.00 2.00 32.00 


1,290,657 (1,912) 80,309 1,369,054 5,833 80,591 1,377,081 

2,494,180 207,510 1,113,000 3,814,690 164,537 2,137,000 4,795,717 

0 0 0 0 0 0 0 

5,872,785 0 0 5,872,785 0 0 5,872,785 

Benefits & Claims 8,606,319 3,314,510 0 11,920,829 3,300,000 0 11,906,319 


Total Costs $18,263,941 $3,520,108 $1,193,309 $22,977,358 $3,470,370 $2,217,591 $23,951,902 


General Fund 12875791 8,960 0 1,296,711 9,720 0 1,297,471 
State/Other Special 0 0 0 0 0 0 0 
Federal Special 16,976,190 3,511,148 1,193,309 21,680,647 3,460,650 Dies ON 22,654,431 


Total Funds $18,263,941 $3,520,108 $1,193,309 $22,977,358 $3,470,370 $2,217,591 $23,951,902 


The Family and Community Health Bureau administers public health programs for women, children, and families 
including the WIC program, Family Planning, the MIAMI, perinatal programs, Children's Special Health Services, and 
county grants from the Maternal and Child Health Block Grant. The bureau also coordinates fetal, infant and child 
mortality reviews, and sudden infant death syndrome (SIDS) prevention. 


Program funding is primarily from federal grant funds for WIC, the Maternal Child Health Block Grant, and family 
planning grant funds. General fund supports a genetics contract (about $600,000 annually), the MIAMI program (about 
$460,000 annually), health care services for low-income children (about $100,000 annually), some family planning 
functions (about $25,000 annually), and bureau administration costs (about $70,000 annually). The budget request for 
the bureau increases about $10.4 million over the biennium primarily due to the addition of: 1) $6.6 million in federal 
funds to comply with a legislative audit finding; and 2) $2.2 million to upgrade the WIC computer system. 


The legislature added the following language to HB 2: 






LFD 
COMMENT 





"The department shall provide detailed information on the services provided and results of MIAMI 
programs on reservations to the appropriate legislative committee by September 1, 2000." 










"The department shall prepare and present a report to the appropriate legislative committee on activities funded by the 
federal abstinence education grant. The department should present the report at the first committee meeting convened 
after the end of fiscal year 2000. The report must: (1) enumerate and explain how grant funds were expended by type of 
expenditure in fiscal year 1999 and fiscal year 2000; (2) explain the status of training for communities and other entities; 
(3) explain other information pertinent to federal grant requirements and outcomes; and (4) identify measurable program 
goals and objectives for fiscal year 2001 and the 2003 biennium." 
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"Funds in item [Health Care Services for Low-Income Children] must be used to contract with 
LFD COMMENT ; si Sealand, Rae € vrij d i ate 
(Continued) public or private entities for the administration and provision of primary and preventive hea 

care benefits to children who are uninsured and not eligible for Medicaid benefits. To qualify, the 

family income may be no greater than 185% of the federal poverty level. Funds in item [Health Care Services for Low- 

Income Children] may be allocated only to those programs that have established a statewide network of medical 

providers who have agreed to accept reimbursement at a rate lower than would normally be charged for their services. 

Funds in item [Health Care Services for Low-Income Children] may not be used to pay the state share of Children’s 
Health Insurance Program costs." 


The Health and Human Services Joint Appropriations Subcommittee may wish to review the reports provided to the 
Interim Committee on Children, Families, Health and Human Services in response to the first two items listed. The 
subcommittee may wish to consider whether to continue language regarding expenditure of general fund appropriated for | | 
health services for low-income children. | 


Present Law Adjustments 
Fiscal 2002-------------------------------------------- 
State Federal Total State Federal 
General Special Special Funds General Special Special 


Personal Services 34,497 
Vacancy Savings (36,409) 
Inflation/Deflation 

Fixed Costs 


Total Statewide Present Law Adjustments 
DP 20 - Montana Birth Outcomes Monitoring S 


0.00 0 i 60,455 i 0 
DP 21 - Fetal Infant Child Mortality Review 


150,000 150,000 . 150,000 


DP 106 - WIC Infant Formula Rebates 
0.00 3,300,000 3,300,000 : 3,300,000 3,300,000 


Total Other Present Law Adjustments 
0.00 $0 $3,510,455 $3,510,455 r $3,450,000 $3,450,000 





Grand Total All Present Law Adjustments $3,520,108 $3,470,370 | 


Executive Present Law Adjustments 

The "Present Law Adjustments” table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP. 20 - Montana Birth Outcomes Monitoring Study - The Executive Budget includes $60,455 federal authority in fiscal 
2002 to: identify adverse pregnancy outcomes related to human or environmental factors; track incidence of these 
outcomes; establish services for children with special health care needs; and support prevention of adverse outcomes 
through education. | 


DP 21 - Fetal Infant Child Mortality Review - This request adds $300,000 federal authority over the biennium to fund 
contractual support to communities conducting reviews of deaths, and a state team to advise the department on causes 
and interventions related to preventable deaths. The fetal, infant, and child mortality review process is authorized in 
state statute. The review process is intended to assist communities to develop interventions and prevent subsequent 
deaths of children. In 1998, there were 10 review teams functioning in the state, and they reviewed 98 out of 225 of 
fetal, infant and child deaths (44 percent). As of August 2000, there are 18 local teams and three tribal jurisdictions, with 
the capacity to review about 75 percent of all fetal, infant, and child deaths in Montana. The goal is to have capacity to 
review 100 percent of the deaths by 2001. 
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DP 106 - WIC Infant Formula Rebates - The Executive Budget includes $6.6 million in federal funds to comply with a 
legislative audit finding. The Office of the Legislative Auditor (OLA) recommended in the fiscal 1999 DPHHS audit to 
change the accounting method for WIC infant formula rebates. Under current practice, rebates are considered 
abatements of expenditures, reducing expenditures for infant formula in WIC. In the opinion of OLA, this practice does 
not comply with generally accepted accounting principles. The audit recommends DPHHS account for rebates as 
revenue and not as an abatement of expenditures. 


New. Proposals 


State Federal State Federal Total 
Special Special Special Special Funds 


Fetal Alcohol Syndrome 
04 0.00 0 600,000 600,000 : 600,000 600,000 
Health Educator - Women's Health Se q 
1.00 0 54,551 54,551 , 50,719 50,719 
MCH Data Analyst Position 
0: 0 0 38,758 38,758 4 36,872 36,872 


- Upgrade/Replace WIC Eligi & Ben Sys 
04 0.00 0 500,000 500,000 i 1,530,000 1,530,000 


Total 2.00 $0 $1,193,309 $1,193,309 : $2,217,591 $2,217,591 





New Proposals 

DP _103 - Fetal Alcohol Syndrome - The Executive Budget includes $1.2 million in federal funds received as part of a 
four-state consortium to develop a plan to address the impacts of fetal alcohol syndrome and fetal alcohol effect 
(FAS/FAE). FAS is a pattern of birth defects and neurological damage cause by prenatal alcohol exposure and is 
recognized as the leading identifiable cause of mental retardation and neurologic dysfunction in the United States. The 
Centers for Disease Control reported a six-fold increase in the incidence of babies born with FAS between 1960 and 
1995. 


Plan development would include state agencies and academic institutions. A preliminary plan will include, but is not 
limited to: 
e Education of professionals and the general public; 
Development of legislation regarding FAS/FAE; 
Development of a continuum of services for FAS/FAE-diagnosed clients; 
Screening that promotes early identification and supports early intervention; and 
Prevention of the incidence of FAS by targeted interventions with the pregnant and child bearing populations 


DP 104 - Health Educator - Women's Health Services - This request includes $105,270 federal funds for the biennium 
for 1.00 FTE health educator position in the Women's Health Section. The FTE is currently funded as a modified 
position and was funded by the 1999 legislature. Funding for this position has been earmarked in the Title X federal 
grant since 1989. The health educator position continues to be a requirement of the Title X funding and some of the Title 
X grant is restricted to this use. This position is responsible for education services, community outreach and marketing, 
and evaluating education services in local family planning programs as well as training activities and efforts aimed 
toward the prevention of unintended pregnancy. 


DP 107 - MCH Data Analyst Position - This request for $75,630 federal funds for the biennium adds 1.0 FTE. The FTE 
is currently funded as a modified position. This position will gather and analyze maternal child health data, particularly 
data required by the Maternal and Child Block Grant, to address the performance measures and health status indicators. 
Funding will be from existing federal resources. 
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DP 109 - Upgrade/Replace WIC Eligibility and Benefits System - This request includes $2 million federal funding for 
the biennium to revise and update the existing Women, Infants, and Children (WIC) automated system used to track 


eligibility of and food vouchers issued to individual recipients. The current WIC system was implemented in Montana 
in May of 1994 and uses programs that are becoming obsolete. To address the obsolescence issue, DPHHS contracted to 
investigate alternative technology solutions. As a result of that investigation, DPHHS is proceeding with plans to update 
the system. 


Sub-Program Details 


Communicable Disease 05 
Sub-Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 


Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 





Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


REE 


44.78 0.00 3.85 48.63 0.00 3.85 48.63 


Personal Services 1,843,527 (62,394) 148,571 1,929,704 (50,701) 149,091 1,941,917 
Operating Expenses 3,103,424 103,905 387,223 3,594,552 109,745 387,050 3,600,219 
Equipment 104,992 0 99,657 204,649 99,657 204,649 


Grants 


463,007 50,000 0 513,007 


Benefits & Claims 6,496 0 i 0 6,496 
Debt Service 2,576 0 ‘i 0 2,576 


Total Costs $5,524,022 $91,511 $635,451 $6,250,984 $109,044 $635,798 $6,268,864 


General Fund 655,785 (26,454) 93,148 722,479 (23,701) 91,576 723,660 
State/Other Special 1,974,280 (3,783) 66,926 2,037,423 4,409 67,143 2,045,832 
Federal Special 2,893,957 121,748 475,377 3,491,082 128,336 477,079 3,499,372 





Total Funds $5,524,022 $91,511 $635,451 $6,250,984 $109,044 $635,798 $6,268,864 


The Communicable Disease Control and Prevention Bureau is responsible for several programs related to detection, 
control, and prevention of communicable diseases. This bureau administers: 


The STD/HIV Prevention Program, which provides surveillance and outbreak control of reportable infectious 
diseases, including AIDS and other sexually transmitted diseases; 

The Sexual Assault Prevention Program; 

The Immunization Program, which prevents the occurrence and transmission of vaccine-preventable diseases such 
as measles, mumps, hepatitis, and rubella; 

The Epidemiology Program, which manages the division's efforts toward disease control through surveillance, 
outbreak response, and epidemiological efforts; 

The Food and Consumer Safety Program, which is responsible for ensuring that healthful conditions exist and are 
maintained in food serving and processing establishments, hotels, motels, campgrounds, public pools, and trailer 
parks; and for providing training and support services to local health agencies and sanitarians; and 

The state Public Health Laboratory. 


The communicable disease budget rises about $1.5 million over the biennium primarily due to: 


Federal grants for 1.0 FTE and bioterrorism prevention ($900,000), and lab and epidemiology capacity 
($148,000); 

General fund requests for public health preparedness ($150,000), and 0.85 FTE for compliance investigation 
($35,000); and 

State special revenue requests for 2.0 FTE and public health laboratory costs ($134,000), and local board 
inspection fund ($100,000). 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services (12,224) 
Vacancy Savings (50,170) 
Inflation/Deflation 3,285 
Fixed Costs ; 26,182 


‘Total Statewide Present Law Adjustments ($32,927) 


DP 17 - Epi and Lab Capacity Grant 
0.00 0 74,438 , 0 


DP 19 - Local Board Inspection Fund 


0.00 50,000 50,000 ; 50,000 


Total Other Present Law Adjustments 
0.00 $0 $50,000 $74,438 $124,438 : $50,000 $74,438 





Grand Total All Present Law Adjustments $91,511 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP _17 - Epidemiology and Laboratory Capacity Grant - The executive requests $148,876 federal funds over the 


biennium to improve epidemiology and laboratory capacity. The grant will enhance laboratory and surveillance 
capability to identify food-borne illness and emerging problems with Hepatitis C in high-risk populations. While the 
Center for Disease Control fully funded the food-borne illness objectives, only a small part of the Hepatitis C objective 
was funded. A portion of the funding ($95,000) will be used to improve and coordinate the disease surveillance and 
reporting computer system. Base level funding for the public health laboratory was $1.8 million including $0.2 million 
general fund. 


DP 19 - Local Board Inspection Fund - The Executive Budget includes $100,000 state special revenue funds over the 
biennium due to increases in the number of licensed establishments in existence across the state. Additional authority is 
necessary due to an increase in numbers of establishments of-7 percent or 490 in the second year of the biennium. 
Licensed public establishments (including restaurants, trailer courts and campgrounds, motels and hotels, swimming 
pools and spas) pay DPHHS a fee for establishment licenses. Counties receive 85 percent of the license fee revenue 
based on performance of inspection, education, and enforcement services. DPHHS collects the establishment fee and 
remits the appropriate balance to the counties. This proposal would allow DPHHS to remit the anticipated level of fee. 
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New Proposals 


State Federal State 
Sub Prgm Special Special Special ‘Special 


DP 87 - Compliance Investigator FTE increa 
05 


0.85 18,148 
DP 110 - Public Health Laboratory 
0 ) 0 
DP 111 - Bioterrorism preparedness 
1.00 0 454,346 454,346 : 454,346 
DP 150 - Public Health Preparedness 
0S 0.00 75,000 0 0 75,000 } 0 


Total 3.85 $93,148 $66,926 $475,377 $635,451 ‘ $477,079 





New Proposals 

DP 87 - Compliance Investigator FTE Increase - The Executive Budget adds 0.85 FTE and $78,488, including $34,724 
general fund, over the biennium due to higher workload in the Food and Consumer Safety section. Increased duties 
include regulation of tattooing (Section 50-50-103, MCA) and statutorily-mandated negotiated rule making processes in 
two regulatory areas (Sections 50-50-103 and 50-31-104, MCA). The 0.85 FTE would augment a current 0.15 FTE 
compliance investigator position, which performs inspections of food manufacturers across the state. 


DPHHS has negotiated additional funding through the Food and Drug Administration contract to support about 80 
percent of the full cost of the FTE. Additional program duties would be transferred to this position to create a full FTE, 
with a full workload. 


DP _ 110 - Public Health Laboratory - This request would convert 2.00 FTE modified positions in the public health 
laboratory to permanent positions and add $134,069 state special revenue. The positions perform laboratory testing, and 
data entry, and mailroom duties. The request is funded from fee income for laboratory testing. 


DP _ 111 - Bioterrorism Preparedness - The executive request includes 1.0 FTE and $908,692 federal funds over the 
biennium for a grant to: 
e Enhance surveillance of disease, in order to assure early detection of bioterrorism.events or other public health 
disasters; 
e Assure a minimum standard of technology and communication equipment at each local health department and 
DPHHS; and 
e Provide training to local and state public health staff to prepare for public health disasters, including possible 
bioterrorist attacks. 





LFD The legislature may wish to consider whether to direct that the FTE be withdrawn from future budget requests 
St} if grant funds are not available to support the position. 


DP 150 - Public Health Preparedness - This request adds $150,000 general fund over the biennium to increase funding 





from $25,000 to $100,000 per year to prepare for and respond to significant health issues in Montana. DPHHS currently 
receives about 15-20 reports each year of perceived clusters of adverse health events statewide, each of which requires an 
in-depth investigation. Following the press coverage of the incident in Libby, the number of reported potential 
environmental health issues has dramatically increased. 
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Current known needs include: 
e Hospitalization of indigent persons with active tuberculosis disease when medically indicated or for public health 
necessity, not funded at the state or local level since the closure of Galen State Hospital; 
e Chlamydia screening and treatment for men, available now due to new testing technology; 
e Hepatitis vaccine for at-risk adults, a top priority, given the serious outbreak in 1999/2000 with 10 fatalities; and 
Influenza and pneumococcal vaccine for at-risk adults under 65. 


The legislature has added language to HB 2 the last two biennia to allow unspent general fund 
appropriations within the department to be used for emergency situations. The most recent language is: 
"The department is authorized to use up to $50,000 of general fund money from other appropriations 
within the department for expenditures related to disease outbreaks and other public health emergencies that may occur 


LFD 
COMMENT 


during the 2001 biennium." 


Since DPHHS is requesting a $14 million general fund supplemental appropriation for fiscal 2001 in HB 3, there will not 
be excess general fund available in fiscal 2001to support this function. 





Sub-Program Details 


CHIP 06 
Sub-Program Proposed Budget 

Total 
Exec. Budget 
Fiscal 02-03 


Total 
Exec. Budget 
Fiscal 2003 


PL Base 
Adjustment 
Fiscal 2003 


New 
Proposals 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2002 


New 
Proposals 
Fiscal 2002 


Base 
Budget 
Fiscal 2000 


PL Base 
Adjustment 


Budget Item Fiscal 2002 


EE 


Personal Services 
Operating Expenses 


Equipment 
Benefits & Claims 


Total Costs 


Federal Special 


Total Funds 


4.54 


243,518 
148,128 
36,836 
3,498,308 


$3,926,790 
668,563 
136,151 
3,122,076 


$3,926,790 


6.00 


167,789 
989,120 
24,000 
8,760,406 


$9,941,315 
1,978,858 
(136,151) 
8,098,608 


$9,941,315 


10.54 


411,307 
1,137,248 
60,836 
12,258,714 


$13,868,105 
2,647,421 

0 
11,220,684 


$13,868,105 


6.00 


169,337 
1,013,979 
0 

Oyo Oe 


$9,943,048 
1,999,993 
(136,151) 
8,079,206 


$9,943,048 


0.00 


0 

344,178 
0 
3,441,778 


$3,785,956 
728,418 

0 
3,057,538 


$3,785,956 





10.54 


412,855 
1,506,285 
36,836 
15,699,818 


$17,655,794 
3,396,974 

0 
14,258,820 


$17,655,794 


The CHIP program includes staff and resources to administer an insurance program for children in families with incomes 
less than 150 percent of the federal poverty level ($25,575 for a family of 4 in 2000). The state contracts with private 
insurance carriers to provide and pay for services. Families with incomes above 100 percent of the federal poverty level 
pay an annual co-payment of $215. 


CHIP is funded from a fixed federal grant. States have three years to spend the grant allotment from the time it is 
received. Federal funds require a state match based on a percentage of the match rate for Medicaid benefits. The 
Montana match requirement for federal CHIP funding is 19.09 percent in fiscal 2002, and 19.24 percent in fiscal 2003. 
Administrative costs are limited to 10 percent of the grant amount. 


CHIP is not an entitlement. Enrollment in the program is limited by the funds available. 
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Present Law Adjustments 


State Federal , State Federal 
General Special Special General Special Special 


Personal Services (23,433) 
Vacancy Savings (6,120) 
Inflation/Deflation 679 
Fixed Costs 17,825 


Total Statewide Present Law Adjustments ($11,049) 


DP 44 - CHIP Annualization L 
6.00 1,899,906 8,052,458 9,952,364 \ 1,914,835 8,037,529 


Total Other Present Law Adjustments 
6.00 $1,899,906 $8,052,458 $9,952,364 : $1,914,835 $8,037,529 





Grand Total All Present Law Adjustments $9,941,315 $9,943,048 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included inthe 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 








DP 44 - CHIP Annualization - The Executive Budget includes 6.0 FTE and $19.9 Table 7-07 

million total funds and $3.8 million general fund to annualize the cost of CHIP. Monthly and Total Enrollment : 

Enrollment in CHIP increased gradually reaching 8,858 in November 2000. Children's Health Insurance Plan ) 

Table 07-07 shows CHIP enrollment by month starting in October 1999 when |” —~——__ Enrolled Children 

DPHHS began the expansion authorized by the 1999 legislature. Prior to that | Month New__Total___ 

date, the department had run a pilot program. Average annual enrollment in CHIP : 

was substantially lower in the base budget, about 2,850 children, than ongoing Pewee, Ba re 

enrollment, which was expected to be 9,275. Decontich 549 2.458 
Janaury 2000 (216) 2,242 

This request adds 6.00 FTE as well as funding for premium payments. The FTE | February 786 3,028 

are currently filled and determine eligibility for and enroll children in the CHIP wae a re 

program. The request would change the FTE from modified to permanent status. wap 424 5.200. 

The fiscal note for Senate Bill 81, which authorized CHIP, included funding for | June 621 5,821 

4.0 FTE to manage the CHIP program. Initially DPHHS intended to contract with | July 777 6,598 

a private company to perform the eligibility and enrollment functions for CHIP. | “usust an ne 

When comparing the cost of contracting these functions versus hiring FTE, nw ee i 

DPHHS discovered it would save $214,000 per year by using 6.0 modified FTE. Aetoriber 1,015 8.858 


*October 1999 was the month that DPHHS 
began the expansion of the CHIP program 
authorized by the 1999 legislature. The 
1,209 eligible children were those enrolled 
in the pilot program that DPHHS had 
operated in fiscal 1999. 
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present law adjustment to annualize CHIP coverage was short $154,259 general fund each year of the 2003 

biennium. The shortfall resulted from a projection to annualize expenditures based on an estimate of fiscal 
2000 costs that was too high. Since the estimate of base costs was too high, the annual adjustment requested was too 
low. The executive had not indicated whether the request would be raised to offset the shortfall. Under the Executive 
Budget as proposed, the number of children that will be covered by CHIP will decrease by about 577 to a total of 8,698 
(based on fiscal 2001 insurance premium costs). 


aa During fiscal 2000, DPHHS expanded the CHIP program to include mental health services provided by 
COMMENT the state-funded Mental Health Services Plan (MHSP). This step was taken as one of the cost saving 


measures implemented in response to cost over-runs in the mental health services program. 


During legislative staff review of total CHIP federal grant funds available, the executive discovered that the 
ISSUE 


The state-funded MHSP program provides services for children who are determined to be seriously emotionally 
disturbed (SED) and in families with incomes below 150 percent of the poverty level. While financial eligibility for 
CHIP and MHSP are similar, there are some children eligible for MHSP who are not eligible for CHIP, including 
children whose families have health insurance or whose parents are state employees. Otherwise, children receiving 
services in MHSP should be eligible for CHIP as well. 


DPHHS staff estimate that the expansion of CHIP to include MHSP services is projected to offset $3.2 million of general 
fund costs annually beginning in fiscal 2000. Since MSHP is fully funded from the general fund, the state match for 
CHIP expenditures is paid from existing general fund appropriations. Federal CHIP expenditures are estimated to 
increase $3.2 million annually. 


aa A state has three years from the date it receives a federal CHIP grant to expend the funds. Unexpended 
COMMENT grant funds revert to the federal government. Legislation before Congress reallocates reverted CHIP 


funds to: 1) states that expended more for CHIP programs than was covered by federal matching 


funds; and 2) states that did not fully expend grant funds. Montana reverted $5.8 million from its initial grant of $11.7 
million. Although Montana may receive a reallocation from unspent federal CHIP grant funds, it will be less than the 
amount reverted. 


New Proposals 


General State Federal General State Federal 
Sub Prgm Fund Special Special Funds Fund Special Special 


DP 145 - CHIP Eligibility Increase 
06 0.00 0.00 728,418 0 3,057,538 3,785,956 





Total 0.00 0.00 $728,418 $0 $3,057,538 _ $3,785,956 


New Proposals 

DP 145 - CHIP Eligibility Increase - The Executive Budget adds $3.8 million total funds, including $728,418 general 
fund, in fiscal 2003 to increase financial eligibility for CHIP from 150 percent of the federal poverty level to 175 percent. 
(A companion proposal, NP 987, in the mental health services programs administered by the Addictive and Mental 
Disorders Division contains funding to partially support an increase in MHSP financial eligibility to 175 percent of the 
federal poverty level for services offered within that program.) 


As noted previously, each year Montana receives a federal CHIP allotment and has up to three years to spend this 
allotment before it reverts to the federal government. Montana has not fully expended the first two years of its CHIP 
federal grant. The department is requesting $728,418 in general fund to match $3.1million unexpended funds from the 
second and third federal grants. 
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This proposal would allow Montana to insure more children under CHIP rather than revert the federal dollars. Ninety 
percent of the requested amount will be used for benefits, 10 percent will be spent on administration. Because the 
department receives a new CHIP allotment each year, the carry-forward periods and allotments overlap. A table in the 
agency overview shows the estimated total CHIP grant award and Executive Budget expenditure level through federal 
fiscal year 2007. 


DPHHS estimates there are 16,443 Montana children living in families with incomes under 200 percent of the federal 
poverty level who are uninsured and who would be eligible for CHIP. By increasing CHIP eligibility to 175 percent of 
the federal poverty level, the department could serve an additional 2,473 children based on the fiscal 2001 health 
insurance premium cost and the amount requested in the Executive Budget. The total number of children served by 
CHIP would be 11,713. However, if premium costs increase during the 2003 biennium, the total number of children 
covered by CHIP will be less. 


clear from documentation provided whether 2,473 children are: 1) the full annual enrollment for fiscal 2003; 

or 2) the average number of children that will be served during an incremental expansion. If 2,473 children is 
the former, then the legislature may wish to request that DPHHS explain how all eligible children will be added at the 
start of the fiscal year. If 2,473 children is the latter, the legislature may wish to ask DPHHS what annualized program 
enrollment would be in the 2005 biennium. 


The Executive Budget request is based on the assumption that the program will serve 2,473 children. It is not 
ISSUE 


2,473 as Full Enrollment 

If program enrollment is managed as it has been during the 2001 biennium, it could be difficult for all children to be 
enrolled and eligible the first day of the fiscal year. At its peak efficiency, the program enrolled 1,400 children in one 
month, with an average closer to 800. The program would need to begin enrolling children at Loe six months prior to 
the start of fiscal 2003 in order to have an annualized enrollment of 2,473. 


Unless DPHHS plans on initiating enrollment prior to the date eligibility can begin, the appropriation requested in the 
Executive Budget is in excess of the amount needed. Table 7-08 shows the amount needed to expand CHIP based on 
various percentages of annualized enrollment in the program. For example, if 2,473 would be the total number of 
children added for 175 percent of the federal poverty level, and only 60 percent of that number could be incrementally 


added during fiscal 2003, the Executive Budget request includes $300,693 too much general fund. 


Table 7-08 2,473 as First Year Incremental 
Comparison of Executive Budget for CHIP Financial Eligibility Expansion Enrollment 
At Various Levels of Annualizaed Enrollment If 2,473 children represent a lower 
Proposal/ Number Annual Total Benefits Request Over/(Under) . 
Estimate Enrolled Cost/Child* Cost Request Total Gen. Fd. number than full annualized enrollment 
f in subsequent years, the legislature may 
Full Annualized Enrollment —2,438 1,412 3,441,778 3,441,778 wish to ask DPHHS what level of 
enrollment it anticipates once 
enrollment iS annualized. 
80 Percent 1,950 1412 2,753,422 3,441,778 688,356 163,992 | Alternatively, the legislature could 
70 Percent 1,706 1,412 2,409,245 3,441,778 1,032,533 245,987 a ddi | HB 2 
60 Percent 1,463 1,412 2,065,067 3,441,778 1,376,711 327,983 | CONSI@er adding language to 
directing DPHHS as to the level of the 
The annual cost per child is the premium payment for the regular insurance plan in fiscal 2001. present law adjustment that could be 
Mental health services are not included in this analysis. Inflation increases in the premium are : PT eel eae 
requested to continue this initiative 


not included in the Executive Budget request. ‘ ’ ‘ 
during the 2005 biennium. 


Amount Needed at Various Levels of Annualized Enrollment 





PUBLIC HEALTH & HUMAN SERVICES B-106 HEALTH POLICY & SERVICES DIVISION 





PUBLIC HEALTH & HUMAN SERVICES 07-HEALTH POLICY & SERVICES DIVISION 


|| han The agency overview includes a section on the total amount of federal CHIP funds requested in the 
|| RPSONV AY TONG Executive Budget. Federal CHIP funds are also budgeted to support expanded mental health services. 


The legislature may wish to consider the total allocation of federal CHIP funds as part of its decision to 

















|| fund this new proposal. 





I As noted in the agency overview, the department is proposing legislation to increase financial eligibility for CHIP from 
_| 150 to 200 percent of the federal poverty level (Section 53-4-1004, MCA). The legislature may wish to consider whether 
| | to recommend that eligibility be established at 175 percent in coordination with the budget request. 
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Program Proposed Budget 
Base PL Base New - Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE 113.71 1.00 0.00 114.71 1.00 0.00 114.71 


Personal Services 4,335,905 312,670 0 4,648,575 339,024 0 4,674,929 
Operating Expenses 1,765,600 85,161 428,800 2,279,561 94,994 428,800 2,289,394 
Equipment 31 13. 0 0 By 0 0 37,773 
Grants 0 0 370,000 370,000 0 370,000 370,000 


Total Costs $6,139,278 $397,831 $798,800 $7,335,909 $434,018 $798,800 $7,372,096 


1,658,639 274,349 (375) 1932013 285,537 (375) 1,943,801 
386,883 19,828 0 406,711 21,240 0 408,123 
Federal Special 4,093,756 103,654 TENS 4,996,585 127,241 799,175 5,020,172 





Total Funds $6,139,278 $397,831 $798,800 $7,335,909 $434,018 $798,800 $7,372,096 


Program Description 
The Quality Assurance Division provides a comprehensive and coordinated quality assurance program and evaluates 
services provided by DPHHS to the citizens of Montana. Functions include the provision of: 
e Fair hearings; 
Facility management; 
Contract and financial audits; 
Ongoing reviews to monitor the appropriate use of Medicaid by recipients and providers; 
Estate, cost avoidance and fraud recovery; 
Quality control samples for compliance with federal and state eligibility rules; 
Performance measures and benchmarking; 
Certification of health care facilities and clinical laboratories; and 
Inspection and licensure of health care providers and other facilities or services licenses issued by the 
department. 


Program Reorganization 

The community residential licensing function (licensing of group homes foster care children and developmentally 
disabled persons) was moved to the Quality Assurance Division from the Child and Family Services Division in fiscal 
2000. The reorganization involved the transfer of 7.0 FTE, 5.0 of whom are located in field offices, and $315,742 
(including $217,321 general fund). 


Another 0.7 FTE was transferred to the Quality Assurance Division from the Child and Family Services Division to 
support childcare licensure. That function was transferred during the 1999 biennium. 


Funding 

The Quality Assurance Division is funded primarily from federal funds (68 percent of the 2003 biennium request). The 
single largest source of federal funds is Medicaid funding, which accounts for 19 percent of the request if all Medicaid 
funds are combined. General fund accounts for 26 percent of program funding; state special revenue accounts for 6 
percent. Table 8-01 shows funding for the 2003 biennium division budget request compared to the base budget. 
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The general fund supports the full cost of Table 8-01 
radiological equipment testing, the state match Quality Assurance Division Funding 
for Medicaid and Title IV-E (foster care) Fiscal 2000 Executive Request Percent 
os : : . Fund Source Actual 2002 2003 of Total 
eligible costs, a portion of childcare licensure, | GorcrarFund $ 1,658,639 § 1,932,613 § 1,943,801 26.4% 
and a portion of division administration. Percent of Total Funds 27.0% 26.3% 26.4% 
State Special Revenue 
State special revenue includes alcohol taxes Ee ae A ha ee 
recoveries for Medicaid services, and indirect | subtotal ssp 386,883 406,711 408,123 
funds (largely county funds). Alcohol taxes Percent of Total Funds 6.3% 5.5% 5.5% 
fund staff and contracted services for | '°det! Funds 
‘ } Title 18 (Medicare) $ 1,034,633 $ 1,074,153 $ 1,082,221 
chemical dependency program licensure. | Medicaid Admininstration 909,948 937,879 941,609 
Lien and estate funds pay for contracted Rural Hospital Flexibility 0 800,000 800,000 
services to pursue recoveries for the cost of Medicaid Benefits 416,840 449,935 453,151 
‘ . fs q Di i i 44. 4 
Medicaid-funded nursing home services. The A ee oy 29 ete Lisi 
contractor is paid about 20 percent of | Title Iv-E (Foster Care) 11,157 77,829 78,268 
collections. County funds are property tax Title 18 (Medicare - CLIA) 58,303 58,573 58,946 
revenues from nonassumed counties. These eae ete ED ay se? bt a. ee 
- OBRA Nurse Aide 15,105 28,771 28,918 
funds pay the county share of costs for fair ADAD Block Grant 3,528 3,528 3.528 
hearings for the Medicaid, Food Stamp, and Indirect 1,006,889 1,022,403 1,026,693 
FAIM benefit programs. Subtotal Federal 4,093,756 4,996,585 5,020,172 
Percent of Total Funds 66.7% 68.1% 68.1% 
Total Funds 6,139,278 $ 7,335,909 $ 7,372,096 
There are nine separate federal funding | annuai rate of Change from Base Budget 9.3% 6.3% 


sources used by the Quality Assurance 
Division. Some federal sources support more 
than one function. 

e Medicaid funds support third party (insurance and private pay) recovery, the surveillance, utilization and review 

unit, the nurse aide registry for nursing homes and the Department of Justice fraud investigation contract. 

e Medicaid and Medicare funds support certification of nursing home and personal care services. 
Medicare CLIA pays for the review of some laboratories so that they can qualify for federal funding. 
The rural hospital flexibility grant supports grants and other activities that allow local hospitals to maintain 
critical access hospital status. 
Childcare funding supports licensure of childcare facilities. 
Title IV-E pays for the federal share of licensing community residential facilities. 
Mammography funds pay for inspections of mammography equipment. 
Federal indirect funding represents the federal share of allocated administrative costs such as those for fair 
hearings and administrative costs. 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 

Vacancy Savings (129,955) 
Inflation/Deflation 11,656 
Fixed Costs 839 


Total Statewide Present Law Adjustments $289,094 


DP 172 - Increased Licensure Bureau Services 
1.00 108,737 108,737 : 108,862 


Total Other Present Law Adjustments 
1.00 $108,737 $108,737 : $108,862 


Grand Total All Present Law Adjustments $397,831 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item isincludedinthe | 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 





DP 172 - Increased Licensure Bureau Services - The Executive Budget includes $216,754 general fund for the biennium, 
and covers two items: 1) hire 1.0 FTE; and 2) expand contracted services. The FTE would provide additional inspection, | 
survey, emergency response and public education services for the radiological program. The contract expansion would 
cover residential health care inspections. 


There are 960 radiological installations in Montana. Currently the Quality Assurance Division has 1.0 FTE to survey, 
inspect, register and license radiology facilities and services. The position has been vacant for about six months due to 
inability to recruit. Administrative Rules of Montana require that a facility register radiological equipment within 30 
days of acquisition and reregister equipment every 2 years and that the equipment be inspected as time and resources 
allow. 


The Quality Assurance Division has 2.0 FTE to survey and licenses 17 different categories of health care facilities and 
services, as well as 4 different categories of residential care facilities. The division has been able to meet the statutory 
obligation of inspection, licensing and relicensing facilities due to three year extended licensing and the use of contracted 
services. The division is requesting an increase of $60,000 for contracted services due to current and anticipated growth 
of personal care and adult foster care facilities. The base amount expended is $40,000, so the request would provide a 
120 percent increase. 


ean The division is undertaking a focus survey of nursing facility beds and services in personal care 


COMMENT facilities. The legislature may wish to review the survey results and division work plans due to the 
survey in establishing the amount necessary for providing contracted services for the licensure function 
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New Proposals 


State Federal State Federal 
Program General Special Special General Special Special 


DP 91 - Leased Motor Pool Cars 
0.00 (375) (825) (1,200) ~ ; (825) 
DP 114 - Critical Access Hospital Flex Grant 
8 0 800,000 800,000 K 0 800,000 





Total 0.00 ($375) $799,175 $798,800 } $0 $799,175 


New Proposals 


DP 91 - Leased Motor Pool Cars - The Executive Budget includes a reduction of $2,400 total funds and $750 in the 
general fund for the biennium for 2 motor pool lease cars in the Billings and Miles City field offices. The request would 
reduce costs since the cost of leasing cars is anticipated to be lower than the cost of reimbursing employees for using 
private vehicles for work-related travel. 


DP 114 - Critical Access Hospital Flex Grant - The Executive Budget requests $1.6 million in federal funds over the 
biennium to continue a program established through budget amendment in the 2001 biennium. The program provides 
rural hospitals with grants to purchase equipment and convert to critical access hospital status. Grants have supported 
emergency medical services, as well as quality improvement and quality assurance programs and activities. Some of the 
grant funds are being used to fund planning and other activities that will help rural hospitals recruit and retain health 
professionals. 


The request allocates the bulk ($430,000 per year) of the rural hospital grant program to contracted 
By LED : 
| Reevivionum services, an operating expense. The balance ($370,000 per year) is budgeted in the grant category. 
| Activities budgeted in contracted services appear to benefit administration and the operation of local 
hospitals as opposed to supporting direct operations of the Quality Assurance Division. Division staff reports that a small 
fraction of the grant (between $35,000 and $80,000) is expended to administer the grant and that the balance of grant 


expenditures directly benefits rural hospitals. 


The Executive Budget may overstate government operating costs and understate local grant costs. If the legislature 
approves the appropriation, it may wish to direct staff to record an appropriate amount of the appropriation and 
anticipated expenditures in the grant category instead of as program-operating costs. 
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Program Proposed Budget 


Total Costs 
General Fund . 
State/Other Special 
Federal Special 


Total Funds 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


140.00 0.00 f 140.00 0.00 ; 140.00 140.00 


4,962,930 430,818 5,393,748 461,563 5,424,493 10,818,241 
22,711,118 2, 1233515 24,834,633 2,584,855 25,295,973 
0 


41,352 0 41,352 41,352 
317,198 0 317,198 0 317,198 


$28,032,598 $2,554,333 $30,586,931 $3,046,418 $31,079,016 
10,767,331 1,553,181 12220512 1,713,763 12,481,094 
2,062,464 218,808 2,281,272 235,047 2,297,511 
15,202,803 782,344 15,985,147 1,097,608 16,300,411 


$28,032,598 $2,554,333 $30,586,931 $3,046,418 $31,079,016 


09-OPERATIONS & TECHNOLOGY DIV | 





Program Description 

The Operations and Technology Division (OTD) provides support services for the Department of Public Health and 
Human Services. Services provided by the division include: 1) fiscal and accounting services; 2) budget preparation and | 
managerial services; 3) purchasing, leasing and mail room services; and 4) development and operation of internal 
computer systems and telecommunications. 





e The Economic Assistance Management System (TEAMS); 

e System for the Enforcement and Recovery of Child Support (SEARCHS); 
e Montana Medicaid Information System (MMIS); and 

e Child and Adult Protective Services System (CAPS). 


OTD manages contracts for several large computer systems including: 
| 
| 


The division also manages vital records and statistics, and in fiscal 2000, managed microbiology and chemistry 
laboratory services as well. The department is changing the organization of the OTD. Effective in fiscal 2001, 
microbiology and chemistry laboratory services will be managed by the Health Policy and Services Division (HPSD). 
Even so, the budget for laboratory services for the 2003 biennium has been included in the OTD. 


Program Narrative 
The Operations and Technology Division (OTD) 2003 biennium budget request is $5.6 million higher than the 2001 


biennium request. Present law adjustments account for the total increase, including an increase of $3.3 million in general 
funds. 


The most significant changes included in the Executive Budget are: 
e Increased mainframe computer costs for SEARCHS totaling $1.3 million; . 
e Increased mainframe computer costs for TEAMS totaling $.8 million; 
e Increased costs for the Medicaid Management Information System (MMIS) totaling $.8 million; and, 
e Increased mainframe computer cost for CAPS totaling $.5 million. 


The four major automated systems are funded in the following ways. 
e TEAMS 

# The TEAMS facility maintenance contract costs included in OTD are funded on a 50/50 basis with 
general fund and federal funds. 

« TEAMS re-procurement costs included in Human and Community Services Division (HCSD) are 
entirely funded with federal funds. 

« TEAMS computer processing costs are funded with 28.5 percent general fund, 21.5 percent state special 
revenue (county funds) and 50 percent federal funds. 
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e SEARCHS 
« SEARCHS costs included in the OTD budget are funded with 34 percent general fund and 66 percent 
federal funds. SEARCHS costs included in the CSED budget are funded with 34 percent state special 
revenue (child support collections) and 66 percent federal funds. 
e MMIS 
= MMIS costs are funded with 25 percent general fund and 75 percent federal funds. 
e CAPS 
= CAPS costs are funded with 52 percent general fund and 48 percent federal funds. 


Table 1 outlines facility maintenance contract and mainframe computer processing charges for each of the major systems 
managed by OTD. The department has requested facility maintenance contract increases ranging from 2.3 to 10.9 
percent, as compared to the 2001 biennium. Significant cost increases are requested for computer processing charges. 
The Executive Budget includes 20 percent deflation in computer processing charges and includes present law decision 
packages that increase computer processing charges to amounts greater than the fiscal 2000 actual expenditure level. 


Table | 
Operations and Technology Division 
Summary of Major System Costs 


Included in 2003 Executive Budget 
Fiscal 2000 2003 Percent 
Fiscal 2000 After Biennium Increase General Federal 
Base Deflation* Fiscal 2002 Fiscal 2003 Total Over Base Fund Fund 
TEAMS FM Contract $ 3,600,990 na $ 3,649,005 $3,721,983 $ 7,370,990 $ 3,685,495 3,685,495 
MMIS FM Contract* 3,678,396 na 4,000,725 4,158,036 8,158,761 l 2,039,690 6,119,071 
CAPS FM Contract 1,435,661 na 1,532,025 1,544,999 3,077,024 : 1,753,903 1,323,121 
SEARCHS FM Contract 1,537,532 na 1,605,011 1,615,570 3,220,581 j 1,094,998 2,125,583 
CAPS Computer Processing 600,808 480,646 678,243 761,079 1,439,322 ! 820,414 618,908 
SEARCHS Computer Processing 1,299,839 1,039,871 1,596,780 1,779,848 3,376,628 1,148,053 2,228,575 
TEAMS Computer Processing 2,209,402 1,767,522 2,067,710 2,230,092 4,297,802 -2. 1,224,873 924,028 2,148,901 


*Notes: 
The Executive Budget includes deflation in mainframe computer processing costs, to 80 percent of the fiscal 2000 level. 
Includes voice reponse and provider manual mailing services, also. 





Federal food stamp regulations require that food stamp benefits be transferred electronically by October 2002. 
The department has entered into a contract to complete this project. In September 2000, DPHHS held a 
meeting to kick off the Food Stamp Electronic Benefits Transfer (EBT) project. The EBT of food stamp 
benefits is to be implemented in the first half of calendar year 2002 (January - June 2002). 


LFD 
ISSUE 


The department plans to use magnetic stripe cards to transmit food stamp benefits electronically. Recipients will receive 
a card and personal identification number in the mail. The recipient's benefit card will be swiped through a point of sale 
device that verifies the available benefit level; a debit transaction will then be processed against the available balance. 
The department will provide point of sale devices to retailers who do not already have such a device. Retailers who 
handle small numbers of transactions may utilize the telephone to call a voice response unit in order to obtain 
authorization for the transaction. 


The department will collect food stamp transactions on a computer housed by either the department or the department's 
contractor, as versus utilizing the state mainframe computer. Food stamp transactions will be collected and processed 
through the Federal Reserve Bank on a daily basis. The department will request and receive an electronic fund transfer 
to deposit funds from the federal food stamp program into the state treasury each day based upon the value of the 
transactions processed. Given the process outlined above, the department acts as its own bank instead of contracting 
with a financial institution to process transactions. 
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m lable 2 outlines the costs and funding of. food stamp EBT for fiscal 2000 through fiscal 2003 
LFD ISSUE saa 7 eae ; 
Pe a Development costs, including a feasibility study, are estimated at $2.3 million; operations costs aré 
estimated at $240,000 in fiscal 2002 and $800,000 in fiscal 2003. The costs of the project also include 
estimated hardware costs of $100,000, to be financed over four years. The department plans to fund the food stamp EB1 
project within the base budget and has not requested additional funding for this project in the 2003 biennium budget. 











Table 2 
Operations and Technology Division 

Summary of Food Stamp Electronic Benefit Transfer 

Cost and Funding 

Fiscal 2000 Fiscal 2001 Fiscal 2002 

General Federal Total General _ Federal Total General Federal Total 

Total Costs Fund Fund Funds Fund Fund Total Funds Fund Fund Funds 

Feasibility Study $ 100,000 $18,000 $42,000 $60,000 | $ 12,000 $28,000 $ 40,000 

Development 2,243,774 - - - | 406,000 947,333 153935059 

Operations 1,040,000 - : - $296,000 $504,000 $800,000 

Hardware Costs* 84,372 - - 10,406 17,718 28,124 


Total Costs $__ 3,468,146 $18,000 $42,000 $60,000 | $428,406 $993,051 $ 1,421,457 $306,406 $521,718 $828,124 









Fiscal 2003 
General . Federal Total 
Fund Fund Funds 















































$267,132 $623,309 $ 890,441 
88,800 151,200 

























*Notes: Hardware costs are financed over four years. 


: 
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The 1999 biennium budget included language in HB 2 that: 

1) Authorized the expenditure of any unexpended general fund within the department amounting to up to $500,000! 
annually, to evaluate and develop electronic benefits transfer, and 

2) Directed the department to demonstrate to the Legislative Finance Committee - prior to expending funds or 


committing resources beyond the initial development phase - that electronic benefits transfer is cost neutral over the | 
first seven years of implementation. 


Because HB2 did not specify this as a one-time-only appropriation, this $500,000 general fund became part of the base 
budget. Federal regulations no longer require that EBT of food stamp benefits be cost neutral. However, federal regulations 
do limit the costs for food stamp EBT to $4.84 per case per month. The department plans to implement EBT for food 
stamps and to discontinue issuance of food stamp coupons during the 2003 biennium. Even so, the costs of the food stamp | 


issuance contract, totaling $645,000 per year, were not removed from the base budget of the Human and Community | 
Services Division. ) 


There are three options for legislative consideration: 
1) Require the department to demonstrate that magnetic card EBT of food stamp benefits is cost neutral to the state 
when compared to issuing food stamp benefits via coupons; 
2) Require the department to demonstrate the rationale for, and cost of, using a department or contractor's computer 
rather than the Department of Administration mainframe computer to process banking transactions; and 
3) Remove funding for the food stamp issuance contract from the Human and Community Services Division budget. | 
(Please refer to related issue in the Human and Community Services Division narrative.) 
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includes the costs of existing computer system maintenance and new systems design. However, the 
| Executive Budget for the 2003 biennium includes significant system development and maintenance costs as 
'| new proposals within the divisions responsible for program management rather than including these costs in OTD, which 
|| is responsible for systems management. Divisions impacted by this practice include the Child Support Enforcement 
_| Division (CSED) for System for the Enforcement and Recovery of Child Support (SEARCHS) and the Human and 
|Community Services Division (HCSD) for The Economic Assistance Management System (TEAMS) and the Health 
_| Policy and Services Division for the Women, Infants, and Children (WIC) and Drug Rebate Analysis and Management 
_| automated systems. 


| OTD is responsible for managing and developing computer systems. The base budget for this division 
I) ISSUE 





Included in the budget request for the Child Support Enforcement Division (CSED) is a new proposal requesting $1.1 
million state special revenue (child support collections) and federal funds to increase the number of programmers 
included in the SEARCHS facility maintenance contract. The increase requested in the CSED decision package 
represents a 35 percent increase in the contract. Additionally, SEARCHS costs are funded differently in OTD than they 
are in CSED. SEARCHS costs included in the CSED budget are funded with state special revenue and federal funds. 
_| SEARCHS costs included in the OTD budget are funded with general fund and federal funds. When the 2001 biennium 
_| budget was requested, SEARCHS costs in the OTD budget previously funded with state special revenue were instead 
funded through the general fund. The 2003 biennium Executive Budget continues this practice, although all - or a 
| portion of - these costs could be funded with state special revenue rather than general fund. (Please refer to the 
discussion of the state special revenue account for child support collections included in CSED narrative for further 
| information on the availability of state special revenue from child support collections.) 


Some costs of the TEAMS system are included in the Human and Community Services Division (HCSD) budget, while 
| other costs of the TEAMS system are included in the OTD budget. Included in HCSD budget is a new proposal, FAIM 
| Phase II, that includes $3.0 million to significantly upgrade or replace the TEAMS system, and an additional $.5 million 

to program and implement Electronic Benefit Transfer (EBT) system for cash assistance benefits. (Please refer to the 

program narrative for the HCSD for further information on this issue.) 


The Health Policy and Services Division budget includes a two proposals that request funding for information 
technology systems included requests for: 1) $2.0 million federal funds to revise and update the existing Women, Infants, 
and Children (WIC) automated system, and 2) $200,000 for enhancements and ongoing operations of the Drug Rebate 
Analysis and Management System. In order to address the obsolescence of the current WIC system, the department 
entered into a contract to investigate alternative technology solutions. As a result of the investigation of alternative 
technology solutions the department is proceeding with plans to update the Women, Infants and Children’s automated 
system. The Drug Rebate Analysis and Management System was implemented in September 1999 to replace a system 
that was not year 2000 compliant. (Please refer to the Health Policy and Services Division for additional information on 
these proposals.) 
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Table 3 
Operations and Technology Division Funding 


Fiscal 2000 Budget Request Percent of 


Funding 
Table 3 summarizes the funding of the OTD 





fiscal 2000 base budget compared to the 2003 
biennium budget requests. The OTD is 
funded by a combination of general fund, 
state special revenue and federal funds. 
Funding for OTD is unique to the function 
being performed. 


Administrative, fiscal and budget support 
services are charged to the various programs 
managed by the department through a 
department-wide cost allocation. Laboratory 
services are funded by state special revenue 
generated by the collection of fees. Vital 
records and statistics are funded with 50 


Fund Source 


General Fund 


Percent of Total 

State Special Revenue 
Chem Lab 

Cost Allocation 

Vital Statistics 
Subtotal State Special Revenue 
Percent of Total 
Federal Funds 

Tumor Registry 

Cost Allocation 
Subtotal Federal Funds 
Percent of Total 


Base Budget 
$ 10,767,331 


38.4% 


568,888 
1,324,662 


168,914 


2,062,464 
7.4% 


83,932 


15,118,871 


15,202,803 
54.2% 


$ 


Fiscal 2002 


Fiscal 2003 


12,320,512 $ 12,481,094 


40.3% 


606,819 
1,419,288 


255,165 


2 2ol 272 
7.5% 


85,250 


15,899,897 


15,985,147 
52.3% 


40.2% 


610,956 
1,429,922 


256,633 


iD, LOTSA 
T4% 


85,591 


16,214,820 


16,300,411 
52.4% 


Total 
40.2% 


0.3% 
52.2% 
52.4% 


100.0% 


Total Funds $ 31,079,016 


percent general fund, 47 percent state special 
revenue and 3 percent federal funds. The 
tumor registry is funded with 48 percent 


general fund and 52 percent federal funds. 


$ 28,032,598 $ 30,586,931 





LFD The overall funding of the division shifts from 38.4 percent general fund to 40.2 percent general fund in the 
nD 2003 biennium (Table 4). A shift of 1.8 percent applied to a biennial budget of $61.7 million equates to a 
general fund increase of over $1.1 million. This funding shift occurs in base budget adjustments and present 

law adjustments for personal services and fixed costs - items that are not included in specific decision packages for 
legislative consideration. Present law adjustments other than personal services and fixed costs total $4.1 million for the 
biennium, of which 35.3 percent (or $1.4 million) is general fund. The funding shift caused by changes in personal 
services and fixed cost adjustments is created because these costs are related to functions requiring more general fund 


than generally used within the division. Overall, the division requires approximately 38 percent general fund. However, 
the functions that personal service and fixed costs are associated with require as much as 60 percent general fund, as 
compared to a 45 percent average general fund requirement for these functions. As Table 4 indicates, approximately 
$400,000 of the $1.1 million funding shift is due to these personal service and fixed costs requirements. The remainder 
of the $1.1 million increase appears to be due to adjustments in base funding. Due to the manner in which cost allocation 
adjustments were recorded within the OTD in fiscal 2000 it is difficult to determine the precise cause of the remaining 
funding shift of $700,000. 
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Table 4 
Operations and Technology Division 
Increase in General Fund as Percentage of Total Costs 
2003 Biennium 
Fiscal 2000 _ Fiscal 2002 Fiscal 2003 2003 
Base Budget Request Request Biennium 


General Fund As Percent 
of Total Funds 
Total Funds 
General Fund, Executive Budget 


The legislature may wish to reduce the 
general fund in the 2003 biennium budget 
for OTD to: 

1) The same percentage general fund 

as the fiscal 2000 base is funded; or 

2) The same percentage general fund 

as the fiscal 2000 base plus an 
additional $400,000 general fund. 





40.2% 40.2% 
$ 31,079,016 $61,665,947 
12,481,094 24,801,606 


38.4% 40.3% 
$28,032,598 $ 30,586,931 
10,767,331 12,320,512 


General Fund Requirement 





at Fiscal 2000 (38.4) Percent 
Difference, General Fund Shift (A) 


Present Law Adjustments for: 
Fixed Costs Increase 
Personal Services Costs Increase 


Total 


11,748,451 
572,061 


11,937,461 
543,633 


23,685,912 
1,115,694 


$) 15284,111--—$> 1022179 
430,818 461,563 


1,714,929 1,483,742 


$ 2,306,290 
892,381 


3,198,671 


General Fund Requirement for Fixed Costs and Personal Services Present Law Adjustments 


At Fiscal 2000 Overall General Fund (38.4) Percent 
At 50 Percent 

Difference, Funding Shift due to Present Law 
Increases for Fixed Costs and Pers. Svcs. (B) 


658,705 
857,465 


569,906 
741,871 


1,228,611 

1,599,336 
198,760 171,965 370,725 
Funding Shift Not Due to Present Law 
Adjustments for Fixed Costs and 
Personal Services (A less B) 373,301 


371,668 $ 744,969 


Federal 
Special 


State 
Special 


Federal 
Special 


State 


Special Funds General 


581,979 
(151,161) 
(837,679) 
1,284,111 


General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


(152,112) 
(834,635) 
1,022,179 
Total Statewide Present Law Adjustments $877,250 $649,107 
DP 54 - TEAMS Facility Maintenance Contract 
0.00 24,007 
DP 55 - MMIS Facility Maintenance Contract 
0.00 80,582 
DP 56 - CAPS Facility Maintenance Contract 
0.00 50,109 
DP 57 - SEARCHS Facility Maintenance Contract 
: 0.00 22,943 
DP 65 - Cost Allocation Plan Contract 
0.00 
DP 67 - CAPS Computer Processing 
0.00 102,750 
DP 70 - SEARCHS Computer Processing 
0.00 189,349 
DP 73 - TEAMS Computer Processing 
0.00 
DP 75 - Motor Vehicle Leasing 
0.00 


24,008 48,015 60,496 60,497 120,993 


241,747 322,329 119,910 359,730 479,640 


46,255 96,364 56,856 52,482 109,338 





44,536 67,479 26,533 51,505 78,038 


19,000 26,000 50,000 19,000 26,000 50,000 


94,846 197,596 145,825 134,607 280,432 


367,560 556,909 251,592 488,385 739,977 


85,554 64,540 150,094 300,188 131,832 99,453 231,285 462,570 


17,192 3,438 17,573 38,203 34,345 6,869 35,109 76,323 


Total Other Present Law Adjustments 


0.00 $591,486 $72,978 $1,012,619 $1,677,083 $846,389 $111,322 $1,439,600 $2,397,311 





Grand Total All Present Law Adjustments $2,554,333 $3,046,418 
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Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP _ 54 - TEAMS Facility Maintenance Contract - This decision package requests funds to increase funding for the 
existing TEAMS contract and extend the contract beyond October 31, 2001. 


LFD Please refer to Table 1 and the program narrative for additional information on facility maintenance 
COMMENT contract costs increases. 





DP_55_- MMIS Facility Maintenance Contract - This decision package requests funds to extend the existing facility 
maintenance contract for the Montana Medicaid Management Information System (MMIS). 


LFD Please refer to Table 1 and the program narrative for additional information on facility maintenance 
COMMENT fees increases. 


DP 56 - CAPS Facility Maintenance Contract - This decision package requests increased funding for the CAPS facility 
maintenance contract for the 2003 biennium. 


BaD Please refer to Table 1 and the program narrative for additional information on facility maintenance 
SOVINioNum contract costs increases. 


DP 57 - SEARCHS Facility Maintenance Contract - This decision package requests increased funding to extend the 
existing facility maintenance contract beyond October 31, 2001. , 


LFD Please refer to Table 1 and the program narrative for additional information on facility maintenance 
COMMENT fgg increases. 











collections and federal funds. The 2001 biennium budget was funded with general fund and federal funds. It 

is possible that all or a portion of SEARCHS costs could be funded with state special revenue rather than the 
general fund. For more information, please refer to the analysis of the child support collections included in the CSED 
narrative. 


Prior to the 2001 biennium SEARCHS costs were funded by state special revenue from child support 
ISSUE 





DP 65 - Cost Allocation Plan Contract - This decision package requests funding for consulting services to assist the 
department in preparing a new public assistance cost allocation plan. 


DP 67 - CAPS Computer Processing - This decision package requests funds for increased mainframe usage for CAPS. 
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| LED Please refer to Table 1 and the program narrative for additional information on computer processing 
ny COMMENT costs increases. 


DP_70_- SEARCHS Computer Processing - This decision package requests funds for increased mainframe usage for 
SEARCHS. 








aD 
| COMMENT 


Please refer to Table 1 and the program narrative for additional information on computer processing 
costs increases. 


collections and federal funds. The 2001 biennium budget was funded with general fund and federal funds. It 

is possible that all - or a portion of - SEARCHS costs could be funded with state special revenue rather than 
by the general fund. For more information please refer the analysis of the child support collections included in CSED 
narrative. 


Prior to the 2001 biennium SEARCHS costs were funded with state special revenue from child support 
ISSUE 





DP_73 - TEAMS Computer Processing - This decision package requests funds for increased mainframe usage for 
TEAMS. 


| LFD Please refer to Table | and the program narrative for additional information on computer processing 
SOivionnm costs increases. 








DP _75 - Motor Vehicle Leasing - This decision package requests funds to lease ten vehicles in fiscal 2002 and an 
additional eight vehicles in fiscal 2003. This decision package replaces existing DPHHS owned vehicles with 
Department of Transportation motor pool vehicles. 
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Program Proposed Budget 


Personal Services 
Operating Expenses 


Debt Service 
Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


607.20 


21,426,688 
5,067,882 
35,047 

0 
65,476,036 
0 

ali 


$92,061,450 
41,387,750 
97,368 
50,576,332 


$92,061,450 


PL Base 
Adjustment 
Fiscal 2002 


20.00 


437,017 
545,850 
0 

0 
3,605,479 
0 

0 


$4,588,346 
1,536,719 
0 
3,051,627 


$4,588,346 


New 
Proposals 
Fiscal 2002 


2.00 


79,201 

0 

0 

0 
5,075,061 
0 

0 


$5,154,262 
1,957,886 
0 
3,196,376 


$5,154,262 


Total 
Exec. Budget 
Fiscal 2002 


629.20 


21,942,906 
SOl3 732 
35,047 

0 
74,156,576 
0 

35,197 


$101,804,058 
44,882,355 
97,368 
56,824,335 


$101,804,058 


10-DISABILITY SERVICES DIVISION. 


PL Base 
Adjustment 
Fiscal 2003 


20.00 


560,462 
688,056 

0 

0 
3,750,581 
0 

0 


$4,999,099 
1,746,061 
0 
3,253,038 


$4,999,099 


Total 
Exec. Budget 
Fiscal 02-03 


New Total 
Proposals Exec. Budget 
Fiscal 2003 Fiscal 2003 


2.00 629.20 


79,481 22,066,631 

0 5,755,938 

0 35,047 

0 0 
8,537,698 77,764,315 
0 0 

0 55,797 
$8,617,179 $105,677,728 
3,683,743 46,817,554 
0 97,368 
4,933,436 58,762,806 


115,587,141 


$8,617,179  $105,677,728 $207,481,786 





Program Description 

Disability Services Division assists Montanans with disabilities in living, working, and participating in their 
communities. The division provides or contracts for institutional care, residential services, home-based services to 
families, case management, and a variety of employment outcome-related services. These services include counseling 
and guidance, career training, transportation, adaptive equipment, orientation and mobility services to the blind, 
vocational rehabilitation training, independent living services, medical services, job placement and supported 
employment. Disability Services Division is responsible for medical adjudication of all claims for Social Security 
Disability and Supplemental Security Income. The division is responsible for the state institutions in Glendive, the 
Eastmont Human Services Center, and Boulder, the Montana Developmental Center. The Developmental Disabilities 
Planning and Advisory Council (DDPAC) is administratively attached. 


Vocational rehabilitation serves individuals with orthopedic, mental, visual, hearing, brain, and other disabilities. 
Developmentally disabled include individuals with mental retardation, epilepsy, autism, or other neurological conditions 
that require treatment similar to those required by someone with mental retardation. The developmental disability must 
have originated before age 18 and have resulted in a substantial handicap for indefinite duration. Statutory authority for 
the program is provided in Title 53, MCA , 2-15-2204, MCA, 29 U.S.C. 721 et. seq., 29 U.S.C. 796, et. seq., 29 U.S.C. 
774, 29 U.S.C. 777b, 29 U.S.C. 2201 et. seq., 42 U.S.C. 75, 6602, 72 U.S.C. 1300, 42 CFR 441.302(b), 42 CFR 
441.302(g), 45 CFR 74.62, and 34 CRF Part 303. 


Program Narrative 
The Disability Services Division (DSD) 2003 biennium budget request is $23.4 million higher than the 2001 biennium. 
Present law adjustments add $9.6 million, including $3.3 million general fund. New proposals add $13.8 million, 
including $5.6 million general fund. The most significant changes included in the Executive Budget are: 

e Provider rate and wage increases, $6.6 million; 

e Reduction of the developmental disabilities program (DDP) waiting list, $4.5 million; 

e Annualization of provider rate and wage increases approved by the 1999 legislature, $3.6 million; 

e Annualization of the refinancing effort moving individuals from the institutions to the community, $3.5 million; 

and 
e Fully funding the population at the Montana Developmental Center (MDC), $2.8 million. 


The Disability Services Division faces significant programmatic challenges surrounding the design and provision of 
services to the developmentally disabled. Several significant factors are exerting sometimes conflicting pressure in the 
developmental disabilities arena. Among the external factors impacting provision of services to the developmental 
disabled are: 1) Travis D., a pending lawsuit filed by the Montana Advocacy Program (MAP); 2) the U.S. Supreme Court 
decision in the Olmstead v L.C. case; 3) the findings of a Healthcare Financing Administration (HCFA) review of 
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services provided under the Home and Community Based Services Waiver (HCBS); 4) community provider staffing and 
wage issues; and 5) inclusion by the 1999 legislature of language in HB 2 directing the department to complete and 
| prepare recommendations regarding the future of developmental disabilities services in Montana. 


| MAP lawsuit 

' In 1996 the Montana Advocacy Program (MAP) filed the Travis D. class action lawsuit. Defendants in the Travis D. 
lawsuit include the state of Montana, Montana Developmental Center, Eastmont Human Services Center, and key 
personnel. The legal basis for this lawsuit includes the integration mandate of the Americans with Disabilities Act 
(ADA), equal protection rights of the 14th Amendment, the Social Security Act (Medicaid) and the right to due process. 
The Montana Advocacy Program:seeks to protect the civil rights of individuals with disabilities, and seeks the provision 
of appropriate community services for individuals with disabilities. The Montana Advocacy Program put this lawsuit on 
hold while participating in the Developmental Disabilities Future Study group. Since the study group concluded its 
study, and prepared and presented recommendations to the Children, Families, Health, and Human Services Interim 
Committee, the Montana Advocacy Program has indicated it will continue to pursue the Travis D. lawsuit, although they 
would prefer that an out-of-court settlement be achieved. 





Olmstead 

_ In June 1999 the U.S. Supreme Court issued its decision in the case of Olmstead v. L.C. The Olmstead case was brought 
by two Georgia women whose disabilities included mental retardation and mental illness, and who lived in state run 
institutions at the time the suit was filed despite treatment professionals’ determination that they could be appropriately 
served in a community setting. The plaintiffs asserted that continued institutionalization was a violation of their right 
under the Americans with Disabilities Act (ADA) to live in the most integrated setting appropriate. The U.S. Supreme 
Court responded to the fundamental question of whether it is discrimination to deny people with disabilities services in 
the most integrated setting appropriate. Based upon the Olmstead decision, states are required to provide community 
based services for persons with disabilities who would otherwise be entitled to institutional services when: 1) the state's 
treatment professionals determine that such placement is appropriate; 2) the affected persons do not oppose such 
treatments; and 3) the placement can be reasonably accommodated taking into account the resources available to the state 
and the needs of others who are receiving state supported disability services. The court cautions that nothing in the ADA 
condones termination of institutional settings for persons unable to handle or benefit from community settings. 





Under the ADA, states are obliged to make reasonable modifications in policies, practices, or procedures when the 
modifications are necessary to avoid discrimination on the basis of disability unless the public entity can demonstrate 
that making the modifications would fundamentally alter the nature of the service program or activity (28 CFR 
35.130(b)(7)). The supreme court indicated that the test as to whether a modification entails fundamental alteration of a 
program takes into account three factors: 1) the cost of providing services to the individual in the most integrated setting 
appropriate; 2) the resources available to the state; and 3) how the provision of services affects the ability of the state to 
meet the needs of others with disabilities. The courts suggests that a state could establish compliance with the ADA if it 
demonstrates that it has: 1) a comprehensive, effective working plan for placing qualified persons with disabilities in less 
restrictive settings; and 2) a waiting list that moves at a reasonable pace not controlled by the state's endeavors to keep its 
institutions fully populated. 


A federal district court in Pennsylvania rejected the argument where the U.S. Supreme Court decision in Olmstead 
confers on institutionalized individuals the right to remain in a large, state-operated facility. In Richard C. v. Houstons 
the federal district court confirmed that nothing in the Olmstead ruling precludes a state from closing or downsizing an 
institution or placing individual residents into the community. The ADA does not confer on individuals or parents and 
guardians the right to veto such actions. 


For further discussion of the Olmstead decision and the agency wide implications of this decision, please refer to the 
agency narrative. 


HCFA review 
In September 2000, federal staff from the Denver regional office of HCFA completed a review of services provided to 
_ the developmentally disabled under the Home and Community Based Services (HCBS) Waiver administered by the 
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DSD. The initial findings of the review presented verbally to the DSD on September 29, 2000 included: 
e The provider selection process utilized to select waiver service providers violates federal statute; 
e HCFA may make recommendations to the state about how waiver resources are allocated; 
e HCFA officials observed situations that may compromise the health and welfare of clients; 
e The waiver amendment for services the division refers to as "community supports" has not been approved by 
HCFA, even though the division has begun providing and billing for services under this waiver amendment; and 
e HCFA provided direction that the division should discontinue expansion of waiver services for adults. 


HCFA officials are scheduled to issue a draft report of their findings in mid-January 2001. States normally have 30 days 
to comment on the draft report, and HCFA normally issues a final report 30 days after receiving the state's response to 
the draft report. 


explored and that have not yet been provided to the state in written form. HCFA officials continue to work 
toward completion of the waiver review. However, the initial findings are significant, and present several 
challenges and opportunities for redesign of the service delivery system. 


The findings presented to the department verbally by HCFA officials represent initial findings not yet fully 
ISSUE 


Contractor Selection, Freedom of Choice, Slot System of Allocation 

The issue of Montana's contractor selection (request for proposal) process and the limiting affect this process has on the 
consumers’ freedom of choice and provider participation will lead to significant changes in the developmental disability 
services delivery system. In an ideal system, the funding for services would be available to the consumer at whatever 
location the consumer chooses to receive services. Currently, a provider receives a contract that funds a certain number 
of service units or slots. The contract in essence guarantees the provider that a certain number of clients will utilize their 
services. In a system where funds follow the individual, where the consumer has freedom of choice, there would be no 
such guarantee to a provider. The client would choose who would provide services and where they would be provided, 
thus increasing competition among providers. During the last request for proposal and contacting cycle, the DSD issued 
two-year contracts that include an option for DSD to renew the contract for an additional two years. Early indications 
from the department are that they would prefer to renew existing contracts and utilize the time period covered by the 
contract renewal to develop and implement new processes and procedures that comply with HCFA requirements. At this 
time, it is unknown whether or not this timeline will be acceptable to HCFA. 


HCFA officials have yet to provide the department with finalized issues or recommendations regarding the methods used 
to allocate services. However, it would seem that the current system, which essentially requires the consumer to move to 
the location of an available slot, does not fit with a vision of freedom of choice. Until HCFA's findings and 
recommendations for resource allocation are complete, it is not possible to determine what changes or impact this issue 
will have on the delivery of service. 


Community Supports Waiver 

Department staff submitted a waiver amendment to add community supports as a waiver service. Community supports 
are defined by the division as any individually designed service, or assessment of the need for service, that will assist a 
consumer to live more independently in the community of his choice within the dollar cap established ($7,800 per 
individual). The department began providing and billing Medicaid for community supports in October 1999. 
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| BRanean. Although department staff believe they received verbal approval to begin services under the 
| Reouni on community supports waiver amendment, HCFA staff reviewing Montana's waiver stated that HCFA 

had not approved the waiver. Because HCFA does not consider the waiver amendment approved, all 
services billed under this waiver amendment must be re-billed as a waiver service other than community supports. 
Department staff has identified alternatives for completion of this rebilling and are consulting with HCFA representatives 
to arrive at a mutually agreeable rebilling methodology. Department staff believe that all services provided as 
community supports are Medicaid reimbursable under the waiver (as other than a community supports service). 
Department staff do not believe there will be a loss of Medicaid reimbursement due to HCFA findings and requirements |: 
to re-bill services. The possibility exists that federal reimbursement for the services billed as community supports could 
be denied. The six month progress report dated June 9, 2000, that was submitted to the Legislative Fiscal Division by 
the department, indicated that an estimated $334,000 general fund and $489,000 federal funds would be expended for 
community supports services in fiscal 2000 and that a full $2.2 million would be infused into the developmental 
disabilities service system in fiscal 2001. 





Expansion of Waiver, Health and Welfare 

During their September visit, HCFA representatives observed situations of inadequate supervision of clients, dispensing 
of medications, and medication errors that may affect the health and welfare of clients. In September HCFA 
representatives directed the division to discontinue expansion of adult waiver services, a direction that is contrary to the 
Olmstead decision and the movement to provide services in community settings. 


HCFA representatives returned to Montana the week of November 13, 2000 and conducted unannounced site visits of 
providers throughout the state. The findings of these site visits were provided to DSD staff via telephone November 21, 
2000. HCFA representatives modified their previous directive that the state discontinue expansion of waiver services for 
| | adults. The modified directive from HCFA is that DSD may pursue expansion of adult waiver services, except that it 
| may not expand services at four provider sites where HCFA observed situations that could negatively impact the health 
and welfare of clients. Department staff indicated they are aware of health and welfare issues and are working with 
providers to correct problems. 





Staffing and Wages 

The legislature will hear a great deal about staffing and wage issues, particularly with regard to the provision of 
community services. Indications are that wage rates, turnover, and availability of qualified workers are all issues within 
the developmental disabilities service delivery system. The division requests $6.6 million, including $3.3 million general 
fund, to increase wages and move toward wage parity for direct care workers employed by community providers as 
compared to wages paid workers employed at the two state institutions. 


DSD Future Study 
The 1999 legislature included language in HB 2 that directed DSD to develop a proposal by June 2000 to be reviewed by 
the Children, Families, Health, and Human Services Committee that considers the following options: 

1) Moving individuals from the Montana Developmental Center (MDC) and Eastmont Human Services Center 
(EHSC or Eastmont) to community settings if it is determined that a person may benefit from services in a 
community setting and if the services appropriate for the person's needs are available; 

2) Based upon the population remaining at both institutions, determine if an institution could be closed; 

3) If an institution is proposed to be closed, explore and recommend alternative uses for that institution; and 

4) Develop a reduction in force plan that takes into consideration a reasonable way to reduce the staff at the 
institutions through normal attrition and planned layoffs and calculate the cost for paying out sick leave, 
vacation, and severance pay. 





In response the Developmental Disabilities Future Study Work Group was formed, and the following recommendations 
were made to the Children, Families, Health, and Human Services Committee: 
1) Continue to operate MDC and EHSC with continued community referrals and placements; 
2) In order to provide a capacity to serve more people in the community, funding for existing developmental 
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disability services must be substantially increased; 

3) Review and revise Montana's commitment law to enable fluid movement between residential facilities and 
community providers; 

4) With continued community referrals and placements, the numbers at MDC and EHSC may change to the 
point where economy of scale may dictate changes in mission or closure of one or both facilities. 
Benchmarks are needed to trigger such change. The department should establish such benchmarks and 
ensure that they are followed; 

5) If population benchmarks are reached and closure of one or more facilities is imminent, involve appropriate 
community stakeholders and identify appropriate alternative uses and ownership of facilities on the campus 
of MDC and EHSC. All agencies should look at how facilities might be used to accommodate a downsizing 
of MDC and EHSC; and 

6) If a recommendation is made to close one or both residential facilities, 2-18-622, MCA, reduction in force 
(RIF) applies. Affected labor organizations master contracts will be followed. 39-31-30 MCA states that 
within a collective bargain unit, severance pay and retraining allowances are negotiable subjects. 


The Children, Families, Health, and Human Services Committee recommended that: 1) the department continue to meet 
with interested parties to resolve the issues surrounding the developmental disability placements; 2) the department work 
to establish a seamless system, meaning that it provide an appropriate level of service at the appropriate time in a client's 
continuum of care; and 3) that the department prepare a recommendation for presentation to the legislature to revise or 
eliminate commitment laws. 


LFD Department staff has indicated that legislation changing the commitment laws will probably not be 
COMMENT sought during the 2001 legislative session. 





Legislative Action 
As stated, the Olmstead decision and HCFA review will force significant changes in the delivery of services to the 
developmentally disabled. 





service delivery system: 





The legislature may wish to take the following actions regarding the developmental disabilities program 
ISSUE 





1) Because interpretation of Olmstead and other related legal actions is ongoing, and HCFA findings and 
recommendations may impact the options available to the state to comply with Olmstead, the legislature may wish 
to provide oversight during the interim to: 
a) Assure that the process of changing the delivery system moves forward at a reasonable pace so that 
Olmstead and HCFA compliance timelines are met; and 
b) Provide guidance to the department on decisions, actions, and implementation of changes to the service 
delivery system in a manner that is most likely to be acceptable to the legislature. 

2) Direct the department to develop by a specific date a profile of individuals and estimates of the population that 
will continue to need and desire services in an institutional setting; and establish a timeframe for reducing the 
institutional population to this level so that the state can demonstrate planned movement to community settings is 
occurring and that the state's goal is to serve disabled individuals in the most integrated setting possible and not to 
keep state institutions open. 

3) Direct the executive to develop recommended alternative uses of all or parts of Eastmont and MDC. 
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the client, the legislature may wish to direct the department to establish a rate-setting system that provides 
uniform state or regional reimbursement and eliminates the negotiation of funding levels that result in 
different rates for the same service dependent upon the provider contract, including: 

1) A mechanism that reflects the local market wage rates for staff; 

2) The ability for funds to be utilized by the consumer at the location and provider of choice. 







In order to move toward the vision of an individualized service delivery that includes freedom of choice for 
ISSU 







In order to control or limit the growth in the developmental disabilities services delivery system as the system 
AD 
TD changes to reflect Olmstead and HCFA requirements, the legislature may wish to consider: 


1) Obtaining a Medicaid waiver of statewideness; 


2) Imposing income and/or resource criteria to determine eligibility for disability services supported by general fund; 
and/or 
3) Imposing a sliding fee scale or co-payments to offset a portion of the costs of disability services supported by 
_ general fund. 





Funding 
Table 1 summarizes funding for the DSD. DSD is funded with a combination of general fund, state special revenue, and 
federal funds. Sources of federal funds include: 

e Medicaid; 

e Rehabilitation Grants; and 

e Title XX - Social Services Block Grant (SSBG). 


The Montana Development Center and Eastmont Human Services Center are funded with general fund. Eligible services 
are billed to the Medicaid program and the Medicaid reimbursement received is deposited into the general fund. Table 2 
summarizes Eastmont Human Services Center and Montana Developmental Center costs in total, per person, and per day 
of care for fiscal 2000, 2002 and 2003. 


Disability Determination Services are funded 100 percent with federal funds. Vocational Rehabilitation Services are 
funded with a combination of general fund and federal funds. Services for the developmentally disabled are funded by a 
combination of general fund, state special revenue, and federal funds. Sources of federal funding for Developmentally 
Disabled Services include the Medicaid Home and Community Based Waiver (HCBS) and Title XX, Social Services 
Block Grant. 
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Table 1 
Disability Services Division 


Fiscal 2000 Budget Request Percent of 
Fund Source Base Budget Fiscal 2002 Fiscal 2003 Total 


General Fund $ 41,387,750 $ 44,882,355 $ 46,817,554 44.3% 
Percent of Total 45.0% 44.1% 44.3% 


State Special Revenue 
MDC Vocational 48,674 48,674 48,674 


DDP Conference 45,228 45,228 45,228 
Donated Funds - MDC 2,433 2,433 2,433 
Donations - Eastmont 1,033 1,033 1,033 


Subtotal State Special Revenue 97,368 97,368 97,368 
Percent of Total 0.1% 0.1% 0.1% 


Federal Funds 
Social Security Trust Funds 640,743 640,734 640,734 
Handicapped Migrant 176,546 176,546 176,546 0.2% 
Independent Living 292,437 297,113 297,268 0.3% 
Independent Living Older Blind 215,685 215,319 2S 19 0.2% 
Part H Early Intervention 1,611,832 1,611,881 1,611,660 1.5% 
VI-C Supported Employment 301,594 301,594 301,594 0.3% 
Mon Tech 500,778 500,778 500,778 0.5% 
Inservice Training 24,465 24,465 24,465 0.0% 
DDPAC Administration 401,573 411,022 411,771 0.4% 
Title XX - Social Services Block Gt 6,725,243 6,734,799 6,734,799 6.4% 
Medicaid Administration 67,986 68,842 68,842 0.1% 
Medicaid Benefits 24,870,545 30,129,947 31,664,327 30.0% 
Disability Determiniation 3,604,777 3,9 d,924 4,124,693 3.9% 
Cost Allocation 2,169,872 2,203,324 2,207,147 2.1% 
Rehab Secton 110A 8,972,256 9,554,448 9,782,863 9.3% 
Subtotal Federal Funds $ 50,576,332 $ 56,824,335 $ 58,762,806 55.6% 
Percent of Total 54.94% 55.82% 55.61% 


Total Funds $ 92,061,450 $ 101,804,058 $ 105,677,728 100.0% 
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Table 2 
Developmental Disabilities Division 


Summary of Institional Costs 


Fiscal 2000 Fiscal 2002 Fiscal 2003 
Base Request Request 


Eastmont Human Services Center 


FTE 97.43 97.43 97.43 
Direct Care 1,232,783 1,619,308 1,636,374 
Non Direct Care 2,524,798 1,833,032 1,847,277 
MAP lawsuit 6,663 6,663 6,663 
Total Costs* $ 3,764,244 $ 3,459,003 $ 3,490,314 
Estimated Average Population 47 53 33 
Annual Costs Per Person 80,090 §$ 104,818 §$ 105,767 
Annual Days of Care LISS 12,045 12,045 


Average Costs Per Day of Care 219 287 290 
Percent Increase 30.9% 0.9% 


Montana Developmental Center 
FTE 296.6 316.6 316.6 


MDC Direct Care 40,478 1,422,107 1,422,280 
MDC Non Direct Care 11,278,355 10,668,983 10,747,478 
Total Costs* 11,318,833 12,091,090 12,139,758 
Estimated Average Population 84 83 83 
Annual Costs Per Person ” 134,748 $ 145,676 $ 146,262 
Annual Days of Care 30,660 30,295 30,295 


Average Costs Per Day of Care 369 399 401 
Percent Increase 8.1% 0.4% 


*Notes: 
Does not include $44,719 expended for equipment that was one time only appropriatior 
Does not include debt service. 





The 1999 legislature approved a refinancing proposal requested by the division. This proposal provided the 
division no additional general fund and $18.2 million federal funds for the biennium to: 1) increase services to 
individuals waiting for services or to expand services to existing clients; and 2) move individuals from 
institutions to communities. The 1999 legislature approved expenditure of an estimated $4.7 million that was made 
available in the division budget due to a waiver, which allowed the division to finance work/day services with iisicalg 
dollars, and due to moving individuals out of institutions. 


LFD 


ISSUE 





While the refinancing did not result in an increased general fund need in the 2001 biennium, the Executive Budget for 
the 2003 biennium requests additional funding for services initiated by or related to the refinancing proposal. (The 
December 4, 2000 budget status report prepared by the department anticipates a general fund shortfall of $611,000 in the 
developmental disabilities services budget.) 
e Although the population at Eastmont has been reduced by 12 individuals as planned, costs to operate Eastmont 
decrease only about $580,000 over the 2003 biennium compared to fiscal 2000; 
e Although individuals were moved to the community as planned, the population at MDC has not declined. The 
2003 biennium costs to operate the facility are projected to increase about $1.6 million above fiscal 2000 costs; 
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mano e Funding to annualize the costs of services for those individuals moved from institutions to} 
eee community settings during the 2001 biennium is estimated to require an additional $968,000 | 
general fund in the 2003 biennium; and 
e $2.1 million general fund is requested to serve an additional 42 individuals in the community | | 
including 25 individuals that were proposed to be served in the 2001 biennium. If the requested | 
funding is allocated proportionally, the department is requesting $1.2 million general fund to] 
serve individuals the legislature believed it had appropriated funding to serve in the 2001 
biennium. 





includes $13.5 million of Title XX funds in the 2003 biennium budget for DSD. However, if Title XX 
funding in the 2003 biennium remains at the funding level realized in fiscal 2000, only about $10.7 million in 
federal funds will be received, creating a shortfall of $2.8 million in the 2003 biennium budget for DSD. 


Federal funding for Title XX, the Social Service Block Grant, has been declining. The Executive Budget 
ISSU 


The 1999 legislature anticipated a reduction in Title XX funding for the 2001 biennium, and desired to maintain services 
at the current level if the anticipated funding reduction occurred. The 1999 legislature included language in HB 2 that 
provided the department direction regarding funding this anticipated shortfall. HB 2 anticipated utilizing general fund 
savings in the Medicaid program in coordination with a possible transfer of Temporary Assistance for Needy Families 
(TANF) block grant funds to Title XX as allowed under federal TANF regulations. The department transferred $1.4 
million TANF funds to Title XX for use in DSD in fiscal 2000. The fiscal 2001 budget status report prepared by the 
department anticipates a similar shortfall in fiscal 2001. Department staff indicated they anticipate that a transfer of 
TANF funds to Title XX will once again offset this shortfall. 


Due to federal restrictions implemented in fiscal 2001, it will not be possible to fully support both the Disability Services 
Division and Child and Family Services Division at the fiscal 2000 level using TANF funds transferred to Title XX. For 
a complete discussion regarding the transfer of TANF funds to Title XX and the options available for legislative 
consideration, please refer to the TANF discussion included in the program narrative of the Human and Community 
Services Division (HCSD). 


LFD Because TANF funds transferred to Title XX must be used to serve families at or below 200 percent of 
COMMENT the federal poverty level, the 1999 legislature included language in HB 2 that provides DSD an 
additional $43,000 general fund in fiscal 2001 to implement means testing to determine eligibility for 


this funding. Because TANF funds transferred to Title XX were used in fiscal 2000, DSD was required to implement a 
process for determining eligibility for these funds. 








was 72.73 percent and 72.52 percent for fiscal 2002 and fiscal 2003 respectively. The actual FMAP rate for 
fiscal 2002 is 72.88 percent and the Office of Budget and Program Planning's most recent projection of the 
fiscal 2003 FMAP is 73.02 percent. The change in the estimated FMAP rate lowers the division general fund 
requirements approximately $273,000 during the 2003 biennium. 






The federal medical assistance participation rate (FMAP) utilized in the Executive Budget for this division 
ISSUE 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services (318,105) (195,493) 
Vacancy Savings (567,202) (570,880) 
Inflation/Deflation 40,261 37,168 
Fixed Costs 11,956 14,025 


Total Statewide Present Law Adjustments ($833,090) ($715,180) 


DP 7 - EHSC Base Adjustment For Reduced Population 

0.00 44,408 0 44,408 0.00 0 57,190 
DP 22 - DDS Base Adjustment 

0.00 0 265,038 265,038 0.00 0 425,886 425,886 
DP 23 - MDC Building Bond 

0.00 0 0 0 0.00 0 0 0 
DP 30 - Annualize/Provide For Tuition Increase 

0.00 57,154 211,178 268,332 0.00 86,034 317,883 403,917 
DP 31 - Annualize Direct Care Wage Increase 

0.00 455,177 454,823 910,000 0.00 454,303 455,697 910,000 
DP 33 - Annualize DSD Provider Rate Increase 

0.00 308,431 251,529 559,960 0.00 308,120 251,840 559,960 
DP 45 - Movement From Institutions To Communities 

0.00 485,060 1,303,510 1,788,570 0.00 482,556 1,306,014 1,788,570 
DP 46 - Annualize VR Caseload Increase 

0.00 14,440 53,354 67,794 0.00 14,440 53,354 67,794 
DP 66 - Fully Fund MDC Population Growth 

20.00 1,400,277 0 1,400,277 20.00 1,400,224 0 1,400,224 

DP 68 - Annualize DSD Base Year Increases 

0.00 31,976 78,831 110,807 0.00 27,093 67,395 94,488 
DP 71 - Independent Living Older Blind Base 

0.00 6,250 0 6,250 0.00 6,250 0 6,250 


Total Other Present Law Adjustments 
20.00 $2,803,173 $2,618,263 $5,421,436 20.00 $2,836,210 $2,878,069 $5,714,279 


Grand Total All Present Law Adjustments $4,588,346 $4,999,099 





Executive Present Law Adjustments 
The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 


present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 


Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 7 - EHSC Base Adjustment For Reduced Population - This decision package requests $101,598 general fund for the 
biennium for costs adjustments at EHSC. Decreases in operational costs resulting from movement of 12 individuals 
from EHSC to community services are offset by increases for overtime, differential pay, and holidays worked. 


DP 22 - DDS Base Adjustment - This decision package requests $690,924 in federal funds for the biennium to fund a 
projected 10 percent increase in the level of services provided by the disability determination services program. These 
funds will cover costs associated with staff overtime, a contract to provide on-the-job training for two individuals with 
developmental disabilities, increased need for medical consultants, rental of additional office space, and an increase in 
reimbursement costs for claimants required to travel to examinations. 


Several divisions within DPHHS maintain field office locations. The legislature may wish to apply a uniform 


JB YY its: 
inflation increase to these rent costs. Please see agency narrative for further discussion of rent. 


ISSUE 
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DP 30 - Annualize/Provide For Tuition Increase - This decision package requests $143,188 general fund and $529,061 
federal funds for the biennium to annualize funding of the fiscal 2001 4.0 percent increase in tuition costs approved by 
the 1999 legislature and to fund an anticipated increase of 4.0 percent in tuition costs for each year of the 2003 biennium. 


increase approved by the 1999 legislature. Rate increases for the 2003 biennium should be included in new 
proposals rather than in present law adjustments. 


This present law adjustment includes a rate increase for the 2003 biennium as well as annualization of the rate 
ISSUE 


The legislature may wish to include language in HB 2 that restricts this. rate increase to no more than the tuition rate 
increase approved by the board of regents. The legislature may also wish to provide this funding as a restricted 
appropriation. 





DP 31 - Annualize Direct Care Wage Increase - This decision package requests $909,480 general fund and $910,520 
federal funds for the biennium to annualize the direct care salary increase authorized by the 1999 legislature into the 
fiscal 2003 biennium budget. 





LFD The 1999 legislature included language in HB 2 that stated in part: "expenditures for all provider rate 

Te increases approved by the legislature must be limited to the dollar amounts appropriated rather than a 
percentage increase." 

The DSD was appropriated $910,000 for direct care wage increases. However, the division stated that due to an error in 

calculating the number of direct care FTE, about 235.6 FTE were not included in the funding received from the 1999 

legislature. The estimated costs of direct care wages for fiscal 2000 were $1,061,420 or $151,420 greater than the 


appropriation received. The division funded direct care wage increases for these additional 235.6 FTE within the base 
budget. Funding these additional direct care worker wage increases from the base budget appears to violate HB 2 
language that restricted all provider rate increases to the dollar amount appropriated. 


Additionally, this decision package requests only $910,000 per year to annualize the direct care worker wage increases 
into the 2003 biennium budget, even though actual costs were higher, which means funds within the base budget have 
been diverted to provider increases and are no longer available to support other needs of the program 





DP 33 - Annualize DSD Provider Rate Increase - This decision package requests $616,551 in general fund and $503,369 
federal funds for the biennium to annualize the cost of the 1.0 percent rate increase authorized by the 1999 legislature 
into the 2003 biennium budget for providers of vocational rehabilitation (VR) and developmental disability (DDP) 
services. 


DP. _45 - Movement From Institutions To Communities - This decision package requests $967,616 general fund and 
$2,609,524 federal funds for the biennium to continue funding services for the 32 individuals that were placed into 
community services from the MDC and ESHC during the 2001 biennium. The budgeted costs per individual were 
figured at an average of $75,000 during the previous legislative session. A 2.0 percent inflationary increase was 
incorporated into this figure to bring the total to $76,500 per individual for the 2003 biennium. 


LFD 


ae Please see discussion of the refinancing proposal included in the funding section of the narrative. 
ISSUE 





DP 46 - Annualize VR Caseload Increase - This decision package requests $28,880 general fund and $106,708 federal 
funds for the biennium to continue funding for client benefits and administrative costs that were authorized by the 1999 
legislature. The fiscal 2000 base does not include a full year of costs because the two counselor positions were not filled 
until midway through the year and projected caseload increases will i increase benefit costs. 
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DP 66 - Fully Fund MDC Population Growth - This decision package requests $2.8 million general fund for the 
biennium to fund services at the MDC. Personal service and operating costs were reduced in the fiscal 2001 
appropriation because 20 individuals were moved to community services, which was to have reduced the population at 
MDC. However, the population at MDC has not decreased as expected. As of June 2000, MDC had a population of 85, 
only 3 less than the population of 88 for September 1998, which was prior to moving 20 individuals to community 
services. This decision package also requests funding for overtime and holidays worked, costs that are not included in 
the base budget. 








Please see discussion of the refinancing proposal including in the funding section of the narrative. 
ISSUE 


DP 68 - Annualize DSD Base Year Increases - This decision package requests $59,069 general fund and $146,226 
federal funds for the biennium to fund increased rent costs and moving expenses for the field offices. 


inflation factor to these costs. Please refer to the agency narrative for additional information on rent costs. 


Several divisions within the agency maintain field offices. The legislature may wish to apply a uniform 
ISSUE 





DP 71 - Independent Living Older Blind Base - This decision package requests $12,500 general fund for the biennium to 





cover the state match needed for the Independent Living Older Blind grant. The federal fiscal 2000 grant award of 
$205,000 requires general fund match of 10.9 percent. The purpose of this grant is to assist elderly who are blind or 
visually impaired with services or adaptive equipment necessary to assist them in continuing to live in their homes. 







New Proposals 


State Federal State Federal 
Special Special Special Special 























Prgm General Funds General 














DDP Federal Authority 
0 0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,000,000 1,000,000 

DP 113 - DDS Workload increase 

10 2.00 0 0 79,201 79,201 2.00 0 0 79,481 79,481 
DP 119 - DD Provider Wage Parity 

10 0.00 835,836 0 805,221 1,641,057 0.00 2,500,534 0 2,422,636 4,923,170 
DP 128 - VR Provider Rate Increase : 

10 0.00 61,085 0 108,324 169,409 0.00 123,820 0 219,572 343,392 
DP 141 - DDP Waiting List Reduction 

10 0.00 1,035,965 0 1,203,630 2,239,595 0.00 1,034,389 0 1,211,747 2,246,136 
DP 192 - DDP Crisis Capacity 

10 0.00 25,000 0 0 25,000 0.00 25,000 0 0 25,000 





2.00 2.00 $4,933,436 $8,617,179 





Total 





$1,957,886 $0 $5,154,262 $3,683,743 














$3,196,376 











New Proposals 

DP 112 - DDP Federal Authority - This decision package requests $2.0 million federal funds for the biennium, so that 
the Developmental Disabilities Program (DDP) may pursue additional federal revenue. Historically DDP has received 
an appropriation and been authorized to pursue additional federal funds as long as the federal funding did not require a 
commitment of general fund. 
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The legislature may wish to: 


HYD 

ISSUE 

1) Include language in HB 2 that allows DDP to pursue additional federal funds if no current or future commitment 
of general fund is required; or 

2) Direct the division to utilize the budget amendment process to request additional federal authority in the event new 
or additional sources of federal funds are identified. 





DP 113 - DDS Workload increase - This decision package requests $158,682 federal funds for the biennium to fund an 
additional 2.0 FTE disability claims managers in the Disability Determination Services Program. These positions would 
be used to process a projected increase in workload of a 1,000 cases each year of the 2003 biennium. 


DP 119 - DD Provider Wage Parity - This decision package requests approximately $3.3 million general fund and $3.2 
million federal funds to increase wages and benefits for direct service staff working in private nonprofit corporations. 
This represents an increase of 5.0 percent in fiscal 2002 and an additional 10.0 percent increase in fiscal 2003. 





ISSUE 





Please refer to the agency narrative for information on provider rate and wage increases. 


DP 128 - VR Provider Rate Increase - This decision package requests $184,905 general fund and $327,896 federal funds 
for the biennium to fund a 2.7 percent per year provider rate increase for providers of vocational rehabilitation services. 


ISSUE 





Please refer to the agency narrative for information on provider rate and wage increases. 


DP _ 141 - DDP Waiting List Reduction - This decision package requests $2.1 million general fund and $2.4 million 
federal funds for the biennium to provide services to 42 individuals with developmental disabilities who are on the 
waiting list for services. Of the 42 individuals, an additional 38 adults and four children would receive services 
including 24 individuals with chronic health care needs. Five of those receiving services would move from MDC and 
EHSC. 





division will not know what funding is available to them until the legislature adjourns in late April, the 
division will have approximately 60 days to complete plans to serve these 42 individuals. Due to the short 
period of time, the LFD questions the division's ability to have service implemented for 42 individuals on July 1, 2001. 
The legislature may wish to phase-in funding and implementation of this decision package over the biennium. While the 
department did not specifically request this decision package as a means to comply with the Olmstead decision, the court 


This decision package assumes that 42 individuals will begin receiving services July 1, 2001. Because the 
ISSUE 


did indicate that a waiting list that moved at a reasonable pace could demonstrate compliance with ADA requirements 
that the Olmstead case was based on. . 


The division proposed and received funding during the 1999 biennium to serve 25 individuals with chronic health care 
needs from the waiting list. The department stated that due to an increase in commitments to MDC there weren't 
sufficient funds to provide services for the 25 individuals. Please see discussion of the refinancing proposal including in 
the funding section of the narrative. 
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DP_192 - DDP Crisis Capacity - This decision package requests $50,000 general fund for the biennium to provide 
services in emergency situations involving individuals with developmental disabilities. 


could be designate as a one-time-only appropriation. Or, the legislature may wish to direct the division to 
designate $50,000 within existing appropriations for this purpose. 


If the legislature does not wish to include this in the base budget for the next biennium, the appropriation 
ISSUE 





Language Recommendations 

The following language is recommended for HB2: 

"The disability services division is authorized to pursue up to $2.0 million federal funding in the biennium to enhance 
and improve services to persons with developmental disabilities. These additional federal funds may be expended by the 
division for services as long as those actions do not require or commit the state to additional general fund expenditures 
beyond the amount appropriated for the 2003 biennium by the legislature for the developmental disabilities community." 
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Program Proposed Budget 


Budget Item 


FYE 


Personal Services 
Operating Expenses 


Debt Service 
Total Costs 


General Fund 


State/Other Special 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


160.04 


5,481,572 
2,745,808 
39,141 
6,243,240 
145,636,617 
0 

4,403 


$160,150,781 
41,427,657 
2,790,322 
115,932,802 


$160,150,781 


PL Base 
Adjustment 
Fiscal 2002 


9.00 


383,624 
117,188 
27,983 
223,752 
12,005,722 
0 

0 


$12,758,269 
3,079,173 
288,331 
9,390,765 


$12,758,269 


New 
Proposals 
Fiscal 2002 


161,398 
97,500 
12,500 

1,066,141 
0.354 
0 
0 


$8,904,898 
1,558,161 
667,793 
6,678,944 


$8,904,898 


Total 
Exec. Budget 
Fiscal 2002 


173.54 


6,026,594 
2,960,496 
79,624 
1,533,133 
165,209,698 
0 


4,403 
$181,813,948 
46,064,991 
3,746,446 
132,002,511 


$181,813,948 





22-SENIOR & LONG-TERM CARE SVCS 


PL Base 


Adjustment 
Fiscal 2003 


18.00 


663,633 
192,982 
27,983 
223,152 
14,292,428 
0 

0 


$15,400,778 
3,482,356 
476,222 
11,442,200 


$15,400,778 


New 
Proposals 
Fiscal 2003 


7.00 


247,150 
71,250 
7,500 
1,083,575 
14,800,812 
0 

0 


$16,210,287 
202517 
1,547,437 
11,940,333 


$16,210,287 


Total 
Exec. Budget 
Fiscal 2003 


185.04 


6,392,355 
3,010,040 
74,624 
7,550,567 
174,729,857 


0 
4,403 


$191,761,846 
47,632,530 
4,813,981 
139,315,335 


$191,761,846 


Total 
Exec. Budget 
Fiscal 02-03 - 


$373,575,794 


93,697,521 
8,560,427 
271,317,846 





$373,575,794 


Program Description 

The Senior and Long-Term Care Division plans, administers, and provides publicly-funded long-term care services for 
Montana's senior citizens and persons with physical disabilities. In addition, the division provides education and support 
regarding aging and long-term care issues to Montanans of all ages. The division makes services available through six 
major programs. 1) The Office on Aging oversees contracts with Area Agencies on Aging to provide meals, 
transportation, public education, information and assistance, and other services. 2) The Medicaid Community Services 
Program pays for in-home, assisted living, and other community-based services to Medicaid eligible individuals as an 
alternative to nursing home care. 3) The Medicaid Nursing Facility Program pays for care to Medicaid eligible 
individuals in Montana's 98 nursing homes. 4) Skilled nursing facility care is provided to veterans at the 90-bed 
Montana Veterans' Home (MVH) in Columbia Falls and the 80-bed Eastern Montana Veterans' Home in Glendive. 5) 
The State Supplemental Payments Program pays for a portion of the room and board costs for individuals eligible for 
supplemental security income payments and residing in designated residential care facilities. 6) The Adult Protective 
Services Program investigates abuse and neglect of the elderly and disabled and provides some support benefits. 


Biennium Comparison 
Table 22-01 compares the 2001 biennium expenditures and appropriation to the 2003 biennium Executive Budget 
request for the Senior and Long-Term Care Division. The 2003 biennium request is $42 million higher than the fiscal 
2000 base budget expenditures and the fiscal 2001 appropriation. 
The biennial increase is $12 million total funds and 
$1.2 million general fund lower than the Program 
Proposed Budget table that compares the 2003 
biennium request to base budget expenditures. The 
fiscal 2001 appropriated amounts, which are not 
reflected in the Program Proposed Budget table, 
include increases in provider rates, growth in 
Medicaid caseloads, expansion of the Medicaid 





Table 22-01 
2001 Biennium Compared to 2003 Biennium 


Senior and Long-Term Care Division 


Percent 


Budget Item/Fund _2001 Biennium _ 2003 Biennium Change of Total 


3.1% 
-0.9% 
0.1% 
7.4% 


$ 1,309,083 
(365,118) 
61,520 
3,097,712 


$ 11,109,866 
6,335,654 
92,728 


$ 12,418,949 
5,970,536 
154,248 


Personal Services 
Operating 
Equipment 
Grants 


funded community waiver services, and increases in 
adult protective services benefits. 


PUBLIC HEALTH & HUMAN SERVICES 


Benefits/Claims 


Debt Service 


Total Costs 


General Fund 
State Special 
Federal Funds 


Total Funds 


Percent Increase 


B-134 


11,985,988 
302,102,557 
7,097 


$331,633,890 


$ 85,430,125 
D022 193 
240,578,570 


$331,633,890 


15,083,700 
839,939 555 
8,806 


$ 373,575,794 


$ 93,697,521 
8,560,427 
271,317,846 


$ 373,575,794 


37,836,998 
1,709 


$41,941,904 
$ 8,267,396 


PRE RY BY 
30,739,276 


$41,941,904 
11.2% 


90.2% 
0.0% 


100.0% 


19.7% 
7.0% 
13.3% 


100.0% 
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Benefits are 91 percent of the 2003 biennium division budget and also comprise the most significant increase (90 
percent). Grants rise 7 percent due largely to an increase in federal funds available under the Older Americans Act. 
Personal services increase 3 percent, due mostly to the addition of a 15-bed special care unit at MVH. Operating costs 
show a slight reduction due to lower than appropriated expenditure levels at the veterans' homes. 


The balance of the 2003 biennium budget discussion is based on amounts included in tables that compare the 2003 
biennium request to the fiscal 2000 base. Present law adjustments include the incremental increases between fiscal 2000 
expenditures and the fiscal 2001 appropriation. 


Program Narrative 

The 2003 biennium division budget is $53.4 million, including $9.4 million general fund, higher than the fiscal 2000 
base expenditure level. Present law adjustments add $28.2 million over the biennium and new proposals add $25.2 
million. 


The decrease in Medicaid benefit matching rates from the fiscal 2000 base budget mask general fund increases of $4 
million over the 2003 biennium. The total general fund change of individual present law adjustments is $4 million 
higher for this division than reflected in the "Program Proposed Budget" table. The decrease in the state matching rate 
was included as a funding adjustment to the adjusted base budget rather than as a present law adjustment for legislative 
consideration. 


The biennial cost of significant budget increases are: 

e $24.7 million, including $7.9 million general fund, for Medicaid service caseload and annualization of 2001 
biennium provider rate increases to continue current level services; 

e $17.6 million, including $3.2 million general fund, for 2003 biennium direct care worker wage and provider rate 
increases; 

e an increase of $940,000 general fund and a reduction in federal funds by $281,000 for adjustments to Medicaid 
funded services that correct accounting system errors; 

e anew proposal to increase the Medicaid Community Based Waiver by 0.5 FTE and $2.9 million total funds 
($810,000 general fund); 

e $2 million federal funds for potential match of service costs that could be partially supported by federal Medicaid 
funds; 

e $1.6 million in additional federal funding under the Older Americans Act; 
18.0 FTE and $1.1 million for the new Montana Veterans’ Home special care unit and other operating cost 
increases for veterans' homes; and 

e 6.5 FTE and $1.2 million total funds ($187,000 general fund) for adult protective services, prevention and abuse 
education activities, a guardianship program, and contracts to provide services to adult protective services clients. 
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The single largest division expenditure is for nursing homes services, accounting for 62 percent of the total fiscal 2003 
budget. Home based Medicaid services are 15 percent of the fiscal 2003 budget request, while Medicaid waiver services 
account for 12 percent. Aging grants account for 4 percent of the total fiscal 2003 budget request. Veterans services and 
adult protective services each comprise 1| percent of the fiscal 2003 budget. 


Table 22-03 

















Funding 

The Senior and Long-Term Care Division 
is: funded primarily by federal funds - 
about 73 percent over the 2003 biennium 
(see Table 22-03). General fund declines 
from 26 percent of base budget funding to 
25 percent of the executive request. State 
special revenue increases from 1.7 
percent of fiscal 2000 costs to 2.5 percent 
of the fiscal 2003 budget. 


General fund pays the state match for 
Medicaid eligible costs, the majority of 
protective services for adult and disabled 
persons, and a portion of aging services 
administrative and benefits costs. 


Cigarette tax revenue (11.11 percent of 
total tax) and Medicaid reimbursement 
account for the majority of state special 
revenue and support veterans services, 
including the two veterans' homes. There 
are two new State special revenue funding 
sources included in the division budget 
request: 1) lien and estate revenue 
collections; and 2) interest from the 
tobacco tax settlement proceeds trust 
fund, which was approved by voters in 
the November 2000 election. Table A-04 
in the DPHHS overview shows the 
income estimated to be available from the 
trust and the 2003 biennium budget 
request from trust income. 


Senior and Long-Term Care Division Funding 


Fund Source 


General Fund 
Percent of Total Funds 


State Special Revenue 


Private Ins./Medicaid Reimb 


Vets - Int./Income Lease 
Cigarette Tax Revenue 
Lien/Estate Recovery 
Over $600,000 Lien/Estate 
Vets Canteen 

Tobacco Interest/Trust Fnd 
Match - Private Funds 


Subtotal SSR 
Percent of Total Funds 


Federal Funds 
EMVH V-A Reimbursement 
Vets V-A Reimbursement 
Vets Domiciliary Care 
Elderly Feeding 
Elder Abuse 
Ombudsman Activity 
Preventive Health 
Aging Supp. & Training 
Aging Meals 
NAPIS Training - 100% 
Health Info. Counseling 
Alzheimer's Demonstration 
Medicaid Admininstration 
Medicaid Benefits 
Frail Elderly 


Subtotal Federal 
Percent of Total Funds 


Total Funds 


Increase Above Base 


Fiscal 2000 


Actual 


$ 41,427,657 


25.9% 


$1,842,743 


0 
947,579 


$875,075 
1,366,762 
159,491 
621,641 
10,066 
34,146 
78,806 
1,491,560 
2,395,708 
1,966 
106,650 
192,125 
998,884 


107,587,171 


12,751 


72.4% 


Annual Rate of Change from 2000 Base 


Executive Request 


2002 


$46,064,991 


25.3% 


$2,024,176 


5,000 
1,049,477 
108,750 
227,593 

0 

331,450 
0 


$3,746,446 


2.1% 


$875,075 
1,450,318 
191,459 
649,639 
23,660 
42,237 
80,398 
2,244,324 
2,520,975 
24,828 
167,094 

0 
1,227,281 


122,505,223 


0 


72.6% 


$160,150.78) $181,813,.948 


11.9% 


10.70% 


2003 


$47,632,530 
24.8% 


$2,157,633 
5,000 
1,103,911 
25,375 
326,362 

0 
1,195,700 
0 


1 


$875,075 
1,583,148 
191,898 
649,639 
23,660 
42,237 
80,398 
2,245,004 
2,921,423 
24,828 
168,884 

0 
1,198,994 


129,710,147 


Percent 
of Total 


24.8% 
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LFD ‘Lien and estate revenue is the state share of Medicaid funded services recouped from estates of former 
COMMENT Medicaid recipients. Recoupments are primarily for nursing facility services and revenue is deposited 
to the general fund. Beginning in the 1995 biennium when the lien and estate recovery program was 

implemented, the legislature appropriated an amount of lien and estate revenue above $600,000 in annual collections to 
use for Medicaid services. In the 1997 and 1999 biennia, the funds were appropriated in language and used for one-time 


expenditures to improve quality of services for nursing home residents. In the 2001 biennium, the funds were also used 
for one-time improvements in Medicaid funded community waiver and home based services. 


The legislature may wish to review the level of federal funding for veterans services that is included in 
HYD ; sae ; 
COMMENT the Executive Budget, since federal appropriations for these services were not final at the time 








legislative staff prepared the budget analysis. 





The Executive Budget includes $338,566 vacancy savings over the biennium (2.7 percent annually) in the statewide 
adjustment category. Vacancy savings were applied to all personal services costs, including direct care staff costs at the 
veterans’ homes. The cost of vacancy savings is more than offset by other increases for annualization of the 2001 
biennium pay plan and overtime and holiday pay and shift differential for direct care staff in the veterans’ homes. 
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Present Law Adjustments 


General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


DP 24 - MVH Operating Expense Adjustments 

0.00 0 
DP 25 - MVH Special Care Unit 

9.00 0 
DP 34 - Home Based Caseload 

0.00 1,167,924 


State 
Special 


48,807 
207,352 


0 


DP 35 - Aging PLA :Provider Rate and Direct Care Increases 


0.00 223,752 
DP 36 - Nursing Home Caseload Increase 

0.00 2,018,851 
DP 37 - Waiver Caseload PLA 

0.00 546,601 
DP 77 - APS Emergency Support PLA 

0.00 75,887 
DP 81 - State Supplemental Caseload Increase 

0.00 95,968 
DP 116 - MVH Equipment 

0.00 0 
DP 141 - EMVH Equipment 

0.00 0 
DP 143 - Rent Increase for APS Field Offices 

0.00 24,460 
DP 145 - Leased Cars For APS Field Staff 

0.00 3,589 
DP 146 - Medicaid Field Staff Office Rent Costs 

0.00 2,806 
DP 148 - Institutions PLA 

0.00 0 
DP 198 - SABHRS Adjustments 

0.00 469,810 


Total Other Present Law Adjustments 
9.00 $4,629,648 


Grand Total All Present Law Adjustments 


0 


0 
0 
16,918 
11,065 
0 


0 


$284,142 


Executive Present Law Adjustments ' 
The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 


present law. 


Federal 
Special 


0 

1295222 
3,173,841 
0 
2,813,146 
1,536,015 
100,206 

0 

0 

0 

756 

rte 

2,806 
157,908 


(140,674) 


$7,773,337 


(152,643) 
9,840 
2,078 


$71,142 


48,807 
336,574 
4,341,765 
223;)52 
4,831,997 
2,082,616 
176,093 
95,968 
16,918 
11,065 
25,216 
3,700 
5,612 
157,908 


329,136 


$12,687,127 


$12,758,269 


General 


0 

0 
1,545,331 
223,152 
2,103,749 
540,352 
75,404 
161,256 

0 


0 


0 


469,810 


$5,156,668 


State 
Special 


48,807 
347,475 
0 


0 


0 
16,918 
11,065 

0 


0 


$424,265 


Special 


0 

295,460 
4,228,449 
0 
3,244,085 
1,542,264 
100,689 

0 

0 


0 


Ltt 
4,532 
441,394 


(140,674) 


$9,717,204 
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242,885 
(153,574) 
10,104 
3,226 


$102,641 


48,807 
642,935 
5,773,780 
223,752 
5,347,834 
2,082,616 
176,093 
161,256 
16,918 
11,065 
29,787 
3,700 
9,064 
441,394 


329,136 


$15,298,137 


$15,400,778 





"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 


Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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New Proposals 


State Federal State Federal 
Prgm General Special Special Funds General Special Special 


DP 115 - Guardianship, APS Staff, Prevention& Education 
22 4.00 0 336,343 45,250 381,593 ; 0 3515737 16,795 
DP 120 - Personal Assistance Direct Care Wage Increase 
DD 0.00 211,931 0 569,524 781,455 A 448,676 0 1,214,319 
DP 121 - Nursing Home Rate Stabilization 
22 0.00 928,002 331,450 3,384,544 4,643,996 ; 1,379,394 1,195,700 6,969,363 
DP 129 - Provider Rate Increases 
22 0.00 168,662 0 221,761 390,423 : 341,386 0 454,173 
DP 140 - Waiver Expansion 
ae 0.50 249,566 0 632,864 882,430 : 553,061 0 1,460,682 
DP 142 - Intergovernmental Transfers 
22 0.00 0 1 1 l 0 0 1 1 
DP 147 - Federal Spending Authority 
22 0.00 0 1,000,000 1,000,000 : 0 0 1,000,000 1,000,000 
DP 222 - Older Americans Act Aging Grant Increase 
22 0.00 0 825,000 825,000 i 0 0 825,000 825,000 


Total 4.50 $1,558,161 $667,793 $6,678,944 $8,904,898 ; $2,722,517 $1,547,437 





$11,940,333 $16,210,287 


New Proposals 


Each new proposal will be discussed in the following programs: Medicaid services; veterans services; aging services; 
division administration; and adult protective services. 


Language Recommendations 

The Executive Budget recommends the following language be added to HB 2. Each of these recommendations is 
reviewed with legislative staff comments in the Medicaid services program. The first item is in relation to DP 142 
Intergovernmental Transfers and the second item is discussed in relationship to DP 147 "Federal Spending Authority”. 


"The Senior and Long-Term Care Division is authorized to pursue up to $2.0 million in federal funding over the 
biennium to enhance or improve division services or programs. These additional federal funds may be expended by the 
division on services as long as those actions do not require or commit the state to additional general fund expenditures 
beyond the amount appropriated for the 2003 biennium by the legislature to the division." 


"The Senior and Long-Term Care Division is authorized to pursue up to $14.4 million in state special and federal 
funding over the biennium sufficient to increase the Medicaid rates of county affiliated nursing facilities through the 
intergovernmental transfers of state matching funds from counties. The additional federal funds may be expended by the 
division as long as those actions do not require or commit the state to additional general fund expenditures beyond the 
amount appropriated for the 2002 biennium by the legislature to the Senior and Long-Term Care Division." 


aan The proposed language does not appropriate funds to the division. If the legislature approves the 


COMMENT executive language, it may want to change the wording to make an appropriation so that the division 
can spend the funds. 
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Sub-Program Details 


Medicaid Services 01 


Sub-Program Proposed Budget 


New Total Total 


Budget Item 


FTE 


Personal Services 
Operating Expenses 


Debt Service 


Total Costs 


General Fund 


State/Other Special 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


2) 


741,306 
739,407 

0 

0 
144,823,425 
0 

0 


$146,304,138 
37,853,981 


0 
108,450,157 


PL Base 
Adjustment 
Fiscal 2002 


0.00 


19,502 
(27,897) 
0 


0 
11,753,676 
0 
0 


$11,745,281 
2,559,693 

0 

9,185,588 


$11,745,281 


New 
Proposals 
Fiscal 2002 


0.50 


19,805 
22,500 
2,500 

0 
7,567,359 
0 

0 


$7,612,164 
1,472,020 
331,450 
5,808,694 


$7,612,164 


Total 
Exec. Budget 
Fiscal 2002 


17.75 


780,613 
734,010 
2,500 

0 
164,144,460 
0 

0 


$165,661,583 
41,885,694 
331,450 
123,444,439 


$165,661,583 


PL Base 
Adjustment 
Fiscal 2003 


0.00 


22,833 
(27,649) 
0 


0 
13,985,014 
0 
0 


$13,980,198 
2,882,662 

0 
11,097,536 


$13,980,198 


Proposals 
Fiscal 2003 


0.50 


19,868 
22,500 
0 


0 
14,800,812 
0 
0 


$14,843,180 
2,548,942 
1,195,700 
11,098,538 


$14,843,180 


Exec. Budget 
Fiscal 2003 


LJ 


784,007 
734,258 

0 

0 
173,609,251 
0 

0 


$175,127,516 
43,285,585 
1,195,700 
130,646,231 


$175,127,516 


Exec. Budget 
Fiscal 02-03 








$146,304,138 


As noted in the division overview, Medicaid services comprise the largest share of the division budget - about 91 percent 
of the total. Changes in the Medicaid services component drive the division budget. The base budget and total 
Executive Budget request for each Medicaid benefit is shown in Table 22-02. 


The Medicaid services budget request includes funds for reimbursement for Medicaid eligible services provided by state 
institutions and for support of three types of services administered by the division - nursing home services, home-based 
entitlement services, and community services limited by a waiver of federal Medicaid regulations. The present law 
adjustment for each of these services is composed of two components: 1) a caseload adjustment that accounts for 
increases in the number of persons eligible and annualization of fiscal 2001 rate increases approved by the 1999 
legislature; and 2) an adjustment due to entries in the statewide accounting system that misstate the base budget for these 
services. 


DP 198 SABHRS Adjustments affects all appropriation requests for all Medicaid services. It includes net adjustments 
that increase general fund about $0.9 million over the biennium and reduce federal funds by $0.3 million over the 
biennium. However, there are significant offsetting changes included in the adjustment. Table 22-04 shows the 
allocation of the adjustments among Medicaid funded services. 


In order to determine the total present law adjustment for 
each service, an amount from DP 198 SABHRS Adjustments 
must be added to another present law adjustment. 


Table 22-04 
Allocation of DP 198 Funding Among Programs 


Senior and Long-Term Care Medicaid Services 
General Federal 
Service Fund Funds Total 
$2,051,598 
2,380,697 
(366,813) 


(3,736,346) 


$565,956 $1,485,642 
Waiver Services 663,850 1,716,847 
Nursing Homes (759,996) 393,183 
Institutional Reimbursement 0 (3,736,346) 


Home Based Services 


Total Annual Change 


$469,810 


($140,674) $329,136 
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aay Correcting budgets for accounting errors in the base year is more germane to program budgets that are driven 
ISSUE from base expenditures than in budgets (such as Medicaid funded programs) that are based on other factors, . 
such as the number of persons eligible for services, utilization, inflation, and state matching requirements. 
The present law adjustments for these services may be more easily understood if the legislature considers all present law 
adjustments for Medicaid funded programs in a single decision packages relative to each Medicaid funded service 
instead of funding part of the present law adjustment in one decision package and the remainder in other decision 
packages. Additionally, the base adjustments in DP 198 do not reflect the change in state Medicaid matching rates for 
the 2003 biennium, which introduces a level of complexity in funding other present law adjustments that could result in 
errors. 


The incremental change included in DP 198 is noted in the discussion of the total present law adjustment for each 
Medicaid service. The legislature can include the amount from DP 198 with the remaining present law adjustment for 
each Medicaid service if it chooses. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 

Vacancy Savings 

Inflation/Deflation 

Fixed Costs (17,878) 


Total Statewide Present Law Adjustments $1,859 


DP 34 - Home Based Caseload 

0.00 1,167,924 3,173,841 4,341,765 0.00 1,545,331 4,228,449 
DP 36 — Nursing Home Caseload Increase 

0.00 2,018,851 2,813,146 4,831,997 0.00 2,103,749 3,244,085 5,347,834 
DP 37 — Waiver Caseload PLA 

0.00 546,601 1,536,015 2,082,616 0.00 540,352 1,542,264 2,082,616 
DP 148 - Institutions PLA 

0.00 0 157,908 157,908 0.00 0 441,394 441,394 
DP 198 - SABHRS Adjustments 

0.00 469,810 (140,674) 329,136 0.00 469,810 (140,674) 329,136 


Total Other Present Law Adjustments 
0.00 $4,203,186 $7,540,236 $11,743,422 0.00 $4,659,242 $9,315,518 


$13,974,760 


Grand Total All Present Law Adjustments $11,745,281 
$13,980,198 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 34 - Home Based Caseload - The executive requests $10.1 million over the biennium, including $2.7 million general 
fund, for the Medicaid Home Health, Personal Assistance and Hospice entitlement programs, to adjust for projected 
caseload growth and 1 percent provider rate and 3 percent direct care wage increases approved by the 1999 legislature. 


Personal Assistance services increased by about 12 percent between fiscal 1998 and fiscal 1999, and early projections 
indicated that the program was in danger of significantly exceeding its appropriation in fiscal 2000. In an effort to keep 
expenditures within the appropriation and avoid across the board cuts, the division entered into a $356,025 contract 
(funded 25 percent general fund and 75 percent federal funds) to conduct prior authorization for Medicaid personal 
assistance services. DPHHS is projecting that total expenditures for these services in fiscal 2001 will be at the level 
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appropriated by the legislature and states that any additional savings that occur as a result of the contract will be used to 
enhance personal assistance services. Caseload growth of about 5 percent per year is projected for the coming biennium, 
including the cost of the contract. 


There are three issues related to Medicaid funded home based services: 1) expansion of the community based 
LFD : . é 
services waiver above the level appropriated by the 1999 legislature; 2) total expended for direct care worker 
ISSU : : 
wage increases in fiscal 2000; and 3) the total present law adjustment for these services. 
Expansion of Community Based Services Waiver 
The 1999 legislature approved an expansion of the community based services waiver that was anticipated to cost $1.5 
million annually once it was fully implemented in fiscal 2003. The Executive Budget includes $2.1 million for 
annualization of the expansion, a $600,000 increase. The 2001 biennium cost increase above the appropriation was 
funded from savings in other Medicaid services, due to lower caseload growth and management actions to reduce cost 
growth. Had the division not expanded waiver services above the level appropriated by the legislature, the savings 
would have been available to offset the DPHHS 2001 biennium supplemental appropriation and would have resulted in a 
lower 2003 biennium budget request for waiver services. 


Total Expended for Direct Care Worker Wage Increases 

The 1999 legislature approved the executive request to appropriate funds for direct care worker wage increases in the 

2001 biennium and established conditions for the appropriation in HB 2. Those conditions are: 
"The department shall distribute funds in items [direct care worker wage increases] in a way that provides 
reasonable assurance that the funds are used solely for direct care wage and benefit increases. Not all providers 
must receive the same rate of increase each year of the biennium. Funds appropriated in items [direct care 

- worker wage increases] must be used for direct care worker wage increases and family foster care rate increases. 

Funds in items [direct care worker wage increases] may not be used to fund other programs." 


The division allocated direct care worker wage increases for home based services in fiscal 2000 based on the percent of 
direct care worker services in fiscal 1999. Agencies receiving the allocation documented wage increases received by 
direct care workers (examples of which include personal assistance workers, rehabilitation aides, and respite workers). 
The division transferred some of the appropriation for direct care worker wage increases in community waiver services 
to the home-based services program. 


The appropriation was based on the estimated cost to fund a 25 cent per hour increase in fiscal 2000 and another 25 cent 
per hour increase (a total of 50 cent per hour) in fiscal 2001. The legislature added language to HB 2 establishing 
conditions for the direct care worker wage increase appropriations. In fiscal 2000, direct care workers for home based 
services received between 37 and 39 cents per hour depending on the type of work they did. This increase is within the 
appropriation condition established that not all providers must receive the same rate of increase each year. 


Legislative staff asked how much of the direct care worker. wage increase was expended in fiscal 2000 for home based 
services. The division will have the data available for legislative consideration. 


Total Present Law Adjustment for Home Based Services 

Two separate present law adjustments must be added together to determine the total present law adjustment for home 
based services: DP 34 Home Based Caseload; and DP 198 SABHRS Adjustments. DP 198 is the net of several 
adjustments for Medicaid funded services in the division and it contains $4.2 million, including $1.3 million general 
fund, over the biennium for Medicaid funded home based services. 
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It may clearer if the legislature were to include all present law adjustments within DP 34 for home 
based services, creating a net present law increase of $14.9 million total funds over the biennium, 
including $3.9 million general fund. 


LFD ISSUE 
CONTINUED 


Table 22-05 

Table 22-05 shows the base level expenditures Home Based Medicaid Funded Services 
recorded in the budget system, the statewide 
accounting system adjustment, and_ the 
marginal present law adjustment for this 
benefit that are included in the Executive 
Budget. Medicaid caseload estimates will be | Budget Component 
updated for legislative consideration during | Base Expenditures $18,346,475 $18,346,475 — $18,346,475 
the session. DP 34 Home Based Caseload 0 4,341,765 5,773,780 

DP 198 SABHRS Adjustment 0 2,051,598 2,051,598 


Executive Present Law Budget 
Component/Funding Fiscal 2000 Fiscal 2002 Fiscal 2003 


Agency Request Base Budget Request Request 


Total Base/Request $18,346,475 $24,739,838 $26,171,853 


General Fund 

Base Expenditures $5,112,868 $4,975,564 $4,949,879 
DP 34 Home Based Caseload 0 1,167,924 1,545,331 
DP 198 SABHRS Adjustment 0 565,956 565,956 


Total General Fund Base/ $5,112,868 $6,709,444 $7,061,166 
Request 


General Fund as a Percent of 27.87% . 26.98% 
Total 





DP 36 - Nursing Home Caseload Increase - The executive requests $10.2 million for the biennium, including $4.1 
million general fund, for the Medicaid nursing home program to adjust for federal match rate changes, projected caseload 
growth, and to annualize the 1 percent provider rate increase and 3 percent direct care wage increase approved in fiscal 
2001. DPHHS projects that total nursing home expenditures in fiscal 2001 will be at the level appropriated by the 
legislature. DPHHS projects caseload growth to rise 0.25 percent in fiscal 2002 and 0.5 percent in fiscal 2003. 





There are three issues related to Medicaid funded nursing home services that the legislature may wish to 
LFD Shel 

consider: 1) the total present law adjustment for nursing home services; 2) 2003 biennium caseload 
ISSUE tied Bs vali é 

projections; and 3) use of the restricted appropriation to fund direct care worker wage increases in the 2001 


biennium. 


Total Present Law Adjustment 

As with home based services, two present law adjustments must be added together to determine the total executive 
request for nursing home services: DP 36 Nursing Home Caseload Adjustment; and DP 198 SABHRS Adjustments. DP 
198 is the net of several adjustments for Medicaid funded services in the division and it contains a $1.5 million biennial 
general fund reduction and an $800,000 biennial federal fund increase for Medicaid funded nursing home services. It 
may be clearer if the legislature were to include all present law adjustments for nursing home services within DP 36, 
creating a net present law increase of $8.8 million total funds over the biennium, with a net reduction of about $618,000 
general fund. General fund shows a net reduction due to accounting adjustments and due to the reduction of state 
matching rates for federal Medicaid funds. Table 22-06 shows the base level expenditures recorded in the budget 
system, the accounting adjustment, and the marginal present law adjustment for nursing home services that are included 
in the Executive Budget. 
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LFD ISSUE 
CONTINUED Table 22-06 


Nursing Home Medicaid Funded Services 


Executive Present Law Request 
Fiscal 2000 Fiscal 2002 Fiscal 2003 


Component/Funding Base Budget Request Request 


Total Funds 

Base Expenditures $98,726,449 $98,726,449 $98,726,449 
Adjust for Nurse Aide Exp. (27,500) (350,000) (350,000) 

DP 16 Nursing Home Caseload 0 4,831,997 5,347,834 

DP 198 SABHRS Adjustment 0 (366,813) (366,813) 





Total Base/Request $98,698,949 $102,841,633 $103,357,470 


General Fund 

Base Expenditures $28,213,324 $26,809,041 $26,719,370 
Adjust for Nurse Aide Exp. (13,750) (175,000) (175,000) 

DP 16 Nursing Home Caseload 0 2,018,851 2,103,749 

DP 198 SABHRS Adjustment 0 (759,966) (759,966) 





Total General Fund Base/ $28,199,574 $27,892,926 $27,888,153 
Request 


General Fund as a Percent of 28.57% Delo 26.98% 
Total 


Nursing Home Caseload Projections 
The cost of nursing home services is determined largely by two variables: the daily cost and the number of services or 
bed days. 


Table 22-07 shows the historic number of bed days and cost per day from fiscal 1995 through legislative staff projections 
in fiscal 2003. 
Table 22-07 
Actual and LFD Estimated Nursing Home Medicaid Rate, Bed Days, and Annual Rate of Change 


Fiscal Years 1995 Through 2003 
Medicaid Rate, 
Bed Days, % Change Actual Actual Actual Actual Estimated Estimated Estimated Estimated Estimated 
Executive Estimate FY95 FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03 


Medicaid Rate* $63.97 $66.21 $65.66 $69.43 $71.68 $74.26 $76.78 $76.78 $76.78 


Bed Days 1,450,106 1,443,975 1,395,590 = 1,372,552 1,343,823 1,329,153 1,319,185 ‘1,312,589 1,306,026 
Annual Change -0.4% -3.4% -1.7% -2.1% -1.1% -0.7% -0.5% -0.5% 


Compounded Rate -1.90% -1.82% -1.88% -1.73% -1.56% -1.41% -1.30% 
of Change 


Executive Budget Request $102,841,633  $103,357,470 
Legislative Staff Estimate $100,780,572  $100,276,669 
Legislative Staff Estimate Over (Under) Executive Request ($2,061,061) ($3,080,801) 
Legislative Staff General Fund Over (Under) Executive Request ($558,960) ($831,200) 


*The Medicaid rate does not include the portion of costs that are paid by nursing home residents, which is estimated to be 
about $20.00 per day in the 2001 biennium 
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LED ISSUE Chart 22-01 shows Medicaid funded nursing home bed days from fiscal 1992 through the legislative 
CONTINUED staff projections in fiscal 2003. Nursing home bed days began to decline in fiscal 1995 due to a 
number of factors including increased community and home-based services that allow persons to 

remain in their own home or other services, such as assisted living. 














Medicaid Funded 
Nursing Home Bed Days 













Legislative staff estimates that nursing home 
bed days will continue to decline throughout 
the 2003 biennium at rates of 0.5 percent 
annually. In comparison, the Executive 
Budget projects a slight increase in nursing 
home bed days of 0.25 percent in fiscal 2002 
and 0.5 percent in fiscal 2003. Legislative 
staff estimates are $1.4 million general fund 
and $5.1 million total funds lower over the 
2003 biennium than the Executive Budget 
request. 



















Days (in Million) 










92 93 94 95 96 97 98 99 00 01 02 03 


Fiscal Year 





















Legislative staff will update nursing home 
projections for consideration during the 
legislative session. Projections may change as more cost data for fiscal 2001 becomes available. 







Direct Care Worker Wage Increases 
The 1999 legislature appropriated $8.7 million total funds, including $2.4 million general fund, over the 2001 biennium 
to provide wage increases to direct care workers in nursing homes. The legislature made the appropriation for direct 
care worker wage increases in an appropriation separate from other program appropriations, restricted the use of the 
appropriation, and added conditions to the appropriation in HB 2. Those conditions are: 

"The department shall distribute funds in items [direct care worker wage increases] in a way that provides 
reasonable assurance that the funds are used solely for direct care wage and benefit increases. Not all providers 
must receive the same rate of increase each year of the biennium. Funds appropriated in items [direct care 
worker wage increases] must be used for direct care worker wage increases and family foster care rate increases. 
Funds in items [direct care worker wage increases] may not be used to fund other programs." 















The direct care worker wage increase was calculated to equal and was paid at a $2.14 per day increase in the daily rate 
for each Medicaid eligible day of service. The department estimated the number of Medicaid funded bed days that each 
Medicaid nursing home provider would receive based on historic data and then projected the maximum amount that each 
provider could expect from the direct care worker wage increase appropriation. Nursing homes submitted plans 
indicating how the increase for direct care worker wages would be used. If a nursing home billed for fewer days of care 
than the department projected, the nursing home did not collect the entire amount of the increase for direct care worker 
wage increases. 










Paid claims as of the end of October 2000 indicate that 1,329,153 bed days of care were provided in the Medicaid 
nursing home program. Based on a payment of $2.14 per day, $2.84 million would have been expended for direct care 
worker wage increases, leaving a balance of about $14,000 total funds ($4,000 general fund) in the restricted 
appropriation. However, the entire appropriation was expended. If nursing home caseloads continue to decline, the 
expected reversion in fiscal 2001 could approach $100,000, which includes $27,150 general fund. 
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The amount of the unexpended appropriation in fiscal 2000 is minor in relation to total DPHHS 
LFD ISSUE ; oven: 
expenditures and the amount of general fund reverted by the Senior and Long-Term Care Division 
CONTINUED hele : 
($311,000). However, the issue of expenditure of restricted appropriation authority for uses unrelated 
to the restriction is significant. Such management actions violate statute. The appropriation subcommittee may wish to 
refer this issue to the Legislative Auditor for review in the financial audit. 





DP 37 - Waiver Caseload PLA - The Executive Budget includes $4.2 million for the biennium, including $1 million 
general fund, to adjust for match rate changes, and fund a provider rate increase, direct care wage increase and expanded 
services to persons from the waiting list that were appropriated to the Medicaid Community Waiver Program for fiscal 
2001. The legislature approved a 1 percent provider rate increase and a direct care wage increase in fiscal 2001 that are 
not included in the base budget expenditures. In addition, $2.4 million in annualized expansion of waiver services was 
approved and is not fully annualized. In fiscal 2001, consistent with the direction of the Olmstead Supreme Court 
decision, the division developed services for 28 additional nursing home residents on the waiver waiting list through a 
transfer of $500,000 in savings from the home health program. 


nae There are two issues related to Medicaid waiver services: 1) use of the restricted appropriation to fund direct 
iano care worker wage increases in the 2001 biennium; and 2) the total present law adjustment for waiver services. 


Direct Care Worker Wage Increases 

A portion of the appropriation for wage increases for direct care workers in the Medicaid Community Based Waiver was 
transferred to the home based program. After that transfer, DPHHS staff estimated that about $16,000 appropriated for 
direct care worker wages was not expended. The estimate was based on the number of hours of service and a 37-cent per 
hour wage increase in fiscal 2000. 


The restrictions accompanying the appropriation for direct care worker wage increases required funds to be spent for 

wage increases and prohibited expenditures for other programs. The legislature could consider referring this issue to the 

Legislative Auditor. Since the appropriation was fully expended, the conditions of the appropriation were violated. 

Table 22-08 

Total Present Law Adjustment Community Waiver Medicaid Funded Services 

Like other Medicaid funded services in this division, Executive Present Law Request 

two present law adjustments must be added together to Fiscal 2000 _—- Fiscal 2002__— Fiscal 2003 
Bceterniiesine: total present law increase for waiver | —c™mpousudFunding ©” Base Budget Request ee 

services: DP 37 Waiver Caseload PLA; and DP 198 | 5 goct Component 

SABHRS Adjustments. Table 22-08 shows the net | Base Budget $13,852,981 $13,852,981 $13,852,981 

present law increase when both adjustments are | DP 37 Waiver Caseload 0 2,092,870 2,092,870 

considered - $8.9 million total funds and $2.2 million | DP 198 SABHRS Adjustment Q 2,380,697 2,380,697 

general fund. It may be clearer if both adjustments | Total Base/Request $13,852,981 $18,326,548 — $18,326,548 

were included as a single change in DP 37 Waiver 


General Fund 
Caseload PL. Base Budget $3,858,461 $3,759,709 $3,740,301 


DP 37 Waiver Caseload 0 546,601 540,352 
DP 198 SABHRS Adjustment 0 663,850 663,850 


Total General Fund Base/ $3,858,461 $4,970,160 $4,944,503 
Request 


General Fund as a Percent of 27.85% 27.12% 26.98% 
Total 
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DP 148 - Institutions PLA - The department requests $599,302 in federal funding for the biennium for the federal share 
of projected Medicaid nursing home services reimbursement to the Montana Developmental Center Eastmont Human 
Services Center and the Montana Veterans' Home. This request is for the federal spending authority necessary to make 
Medicaid payments to these facilities. The required state matching funds are paid from each facility's appropriation. 


aa Two present law adjustments for institutional reimbursement must be combined to determine the total present 
Tat law adjustment: DP 148 Institutions PLA; and DP 198 SABHRS Adjustments. 


The SABHRS adjustments include a $3.7 million annual 
reduction to Medicaid funded institutional 
reimbursements. It may be clearer if the legislature 


Table 22-09 
Insitutional Reimbursement for Medicaid Funded Services 


Executive Present Law Request 
Fiscal 2000 Fiscal 2002 Fiscal 2003 


Component/Funding Base Budget Request Request 


were to include this reduction in the present law 
adjustment for institutional services, creating a net 


present law reduction of $7 million in federal funds over 
the biennium. Table 22-09 shows the net present law 
adjustment needed for institutional reimbursement. 


Budget Component 

Base Expenditures $13,849,204 
DP 148 Institutional PLA 0 
DP 198 SABHRS Adjustment 0 


$13,849,204 
157,908 
(3,736,346) 


$13,849,204 
441,394 
3,736,346 


Total Base/Request $13,849,204 $10,270,766 $10,554,252 


Federal Funds $13,849,204 $10,270,766 $10,554,252 





DP 198 - SABHRS Adjustments - This request increases general fund expenditures by a net of $469,810 and reduces 
federal spending by a net of $141,000 in each year of the biennium to correct for differences between fiscal 2000 
Medicaid expenditures. as recorded on SABHRS and actual Medicaid payments. During the transition to the new 
SABHRS accounting system, payments for Medicaid services made through the Medicaid Management Information 
System (MMIS) were not recorded accurately on the SABHRS. The request redistributes the fiscal year end accrual and 
other expenditures to the appropriate reporting levels and funding mix. 

The LFD issue related to this base adjustment is discussed in the overview for Medicaid services. Please refer 

ISSUE 


to the comments and table showing the allocation of the adjustments among Medicaid funded services in that | 
discussion. 
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New Proposals 


. General State Federal State 
Sub Prgm Fund Special Special Special Special 


DP 120 - Personal Assistance Direct Care Wage Increase 

01 0.00 20931 0 569,524 781,455 0.00 448,676 0 1,214,319 
DP 121 - Nursing Home Rate Stabilization 

: 01 0.00 928,002 331,450 3,384,544 4,643,996 0.00 1,379,394 1,195,700 6,969,363 9,544,457 

DP 129 - Provider Rate Increases 

01 0.00 82,521 0 221,761 304,282 0.00 167,811 0 454,173 621,984 
DP 140 - Waiver Expansion 

01 0.50 249,566 0 632,864 882,430 0.50 553,061 0 1,460,682 2,013,743 
DP 142 - Intergovernmental Transfers 

01 0.00 0 0 1 1 : 0 1 l 
DP 147 - Federal Spending Authority 

01 0.00 0 0 1,000,000 1,000,000 ; 0 0 1,000,000 1,000,000 


Total 0.50 $1,472,020 $331,450 $5,808,694 $7,612,164 $2,548,942 $1,195,700 





$11,098,538 $14,843,180 


New proposals for Medicaid services account for 90 percent of the biennial cost of new proposals requested by the 
Senior and Long-Term Care Division. The most significant is the proposal to raise nursing home reimbursement by 4.5 
percent annually for a biennial cost of $14.1 million. A significant share of that request is funded from interest from the 
new constitutional tobacco settlement proceeds trust fund. 


New Proposals 

DP _120 - Personal Assistance Direct Care Wage - The executive requests a total of $2.5 million for the biennium, 
including $670,094 in general fund, to provide a 25 cent per hour wage increase to personal care attendants working in 
the Medicaid Waiver and Personal Assistance programs. The division indicated that recruitment and retention of 
qualified workers is the biggest problem facing personal assistance providers. This request also includes a wage 
increase for the 18.33 percent of waiver expenditures that pay for personal care attendant services that are not available 
under the regular Personal Assistance program. 


This request is an extension of the direct care worker wage increase approved by the 1999 legislature. 
COMMENT The legislature attached conditions to the direct care worker wage increases in HB 2. The executive did 
not request continuation of the HB 2 language. However, if the legislature wants to ensure that the 
appropriation is used for direct care worker wage increases and that the amount of increase is related to the amount 
appropriated, it could consider language similar to existing HB 2 language. Suggested changes are listed in italics. 
"The department shall distribute funds in items [direct care worker wage increases] in a way that provides 
reasonable assurance that the funds are used solely for direct care wage and benefit increases. Not all providers 
or types of direct care workers must receive the same rate of increase each year of the biennium. Jn no instance 
may the amount of rate increase provided from these funds exceed ___ per hour or percent. Funds 
appropriated in items [direct care worker wage increases] must be used for direct care worker wage increases. 
Funds in items [direct care worker wage increases] may not be used to fund other programs." 


LFD 





Although the legislature made appropriations for the 2001 biennium based on the expectation that the increases would 
total about 25 cents per hour in fiscal 2000 and 50 cents in fiscal 2001, the division allocated raises above the amounts 
anticipated as previously discussed. The legislature could also consider adding a ceiling for the hourly rate increase that 
could be funded from the appropriation. 
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DP 121 - Nursing Home Rate Stabilization - The executive requests $14.2 million for the biennium, including $3.9 
million general fund, to provide a 4.5 percent annual rate increase for nursing homes over the 2003 biennium, based on 
the McGraw-Hill inflation index. This request was made for two reasons: 1) to introduce stability in the nursing home 
rate; and 2) to transition to a price based system, where rate differentials among facilities are based on patient acuity. 


Medicaid nursing home expenditures in Montana have leveled off, largely due to a decrease in the number of days of 
care being utilized in the nursing home setting. The decrease in Medicaid bed days is part of an overall decrease in 
nursing home occupancy. Statewide occupancy rates are at 79 percent in Montana nursing homes at the current time. At 
the same time, the care needs of the typical nursing home resident are increasing. Residents are being admitted at an 
older age with medically fragile and complex care needs that can no longer be met in home or community settings. 


The current nursing home payment methodology allows significant variability in rates, both among facilities and from 
one year to the next. The executive began implementing a price based reimbursement system for Medicaid funded 
nursing homes in fiscal 2001 by establishing a median rate for nursing home reimbursement and basing rate changes for 
individual nursing homes in relation to the median price. 


eaN If the legislature approves a rate increase for nursing homes, it may wish to base the appropriation on 
COMMENT updated caseload estimates. If Medicaid beds days continue to decline, the amount appropriated for a 


rate increase could be expected to decline as well. 


LFD As allowed by language in HB 2, the division may implement additional nursing home rate increases in 
COMMENT fiscal 2001 above the level anticipated during the 1999 session if there is excess authority in the HB 2 
appropriation for nursing homes. DPHHS staff indicated they would make a decision about additional 

rate increases in December 2000. Legislative staff has asked DPHHS to inform the legislature if such a rate increase is 


granted, and if so, what amount the rate increase was. The legislature may wish to consider the total nursing home rate 
increase granted during fiscal 2001 in relationship to the proposed increase during the 2003 biennium. 


The Executive Budget uses interest from the new tobacco settlement proceeds trust fund to pay almost 
1D 
COMMENT half of the state share of cost for the rate increase in fiscal 2003. 


aan The nursing home rate increase is calculated for all nursing homes. However, the Executive Budget 
COMMENT [egy includes expansion of an intergovernmental transfer program for county funded nursing homes 
(see DP 142 Intergovernmental Transfers) that would impact this proposal. County funds from the 
intergovernmental transfer program would offset part of the general fund cost of the proposed 4.5 percent rate increase in 
this proposal. DPHHS intends to use the general fund offset by county intergovernmental transfer funds to raise rates for 
non-county funded nursing homes above 4.5 percent. The maximum increase possible due to this offset would be about 
1 percent for all non-county funded nursing homes in fiscal 2002. See the discussion of DP 142 Intergovernmental 
Transfers. 





DP 129 - Provider Rate Increases - The department requests a total of $1.2 million for the biennium, including $513,615 
in general fund, to provide a 1.5 percent annual rate increase for Medicaid, Waiver, Home Health and Hospice, and the 
aging services programs. Medicaid personal assistance services were excluded from this request as the executive 
considers the 3 percent direct care wage increase for those services included in DP 120 more important than a general 
rate increase. 
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services rate increases total $259,716 general fund over the biennium. As noted in the LFD Issue in DP 222 
Increase in the Federal Older Americans Act Grant, the aging rate increase could be fully or partially funded 
through federal grant increases. 


The aging services provider rate increase is rolled in with the rate increase for Medicaid services. Aging 
ISSUE 





LFD If the legislature approves the executive rate increase, the amount may change as Medicaid caseload 
COMMENT (eas revised during the session. 


DP 140 - Waiver Expansion - The executive requests $2.9 million for the biennium, including $0.8 million general fund, 
to provide Medicaid Waiver services to an additional 160 people. The Medicaid Waiver provides payment for a variety 
of community services, including assisted living, to persons eligible for Medicaid reimbursed nursing facility care. 
Because this program is not a Medicaid entitlement, there are about 260 eligible people on a waiting list for services. 
The proposed expansion will enable the division to address increasing demand, target the people most at risk of 
placement in nursing facilities and manage the growth of the community-based option. This request also includes a .5 
FTE field staff position to handle increasing caseload. 


LFD This request includes an increase of almost $1.2 million between the fiscal 2002 budget and the fiscal 
Woenviv lout 2003 estimate. Legislative staff requested that the division provide information on the total annualized 


cost of the increase to continue this expansion during the 2005 biennium. 





that otherwise would be an entitlement. Legislators can appropriate funds for defined growth in the number 
of services or persons served in a waiver program. While the U.S. Supreme Court Olmstead decision has 
provided guidance that states must serve persons in the most integrated setting (within funding and system limits), the 
legislature will most likely be faced with a decision on the level of expansion of community services in order to 
implement service plans developed in response to Olmstead and/or alternatively be called to evaluate whether plans to 
downsize institutions and use the savings to fund community services can be effectively implemented. 





A waiver of federal Medicaid regulations has allowed states to plan for growth in Medicaid funded services 
ISSUE 


As noted in the discussion of the present law adjustment for Medicaid waiver services, the division expanded the waiver 
above the level anticipated by the 1999 legislature. The expansion was funded through savings in other Medicaid 
programs. If the legislature wishes to fund a known level of expansion in the waiver, it may want to add conditions to 
the waiver appropriation specifying a ceiling amount the waiver can be expanded. Prior to adding such appropriation 
conditions, the legislature should ensure that provisions of the department plan to comply with the Olmstead decision 
have been met at a level deemed sufficient by the legislature. 


DP 147 Increased Federal Spending Authority (the last new proposal) includes $2 million of federal authority to 
"refinance" services that are funded fully from the general fund or expand services. The new proposal is included in the 
total appropriation for waiver services. If the legislature approves DP 147 as requested in the Executive Budget, it could 
be considered an implicit assumption that the legislature has Sue an additional expansion of the waiver above the 
level included in DP 140. 


DP 142 - Intergovernmental Transfers - The Executive Budget includes $2 in federal funds to establish an 
intergovernmental transfer program for rate increases for county funded nursing homes. Under the program, a county 
would be able to transfer county funds provided to county nursing homes to DPHHS to match with federal Medicaid 
matching funds to raise Medicaid rates. In addition to the $1 annual appropriation in HB 2, the department requests the 
following language: 
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"The Senior and Long-Term Care Division is authorized to pursue up to $14.4 million in state special and federal 
funding over the biennium sufficient to increase the Medicaid rates of county affiliated nursing facilities through 
the intergovernmental transfers of state matching funds from counties. The additional federal funds may be 
expended by the division as long as those actions do not require or commit the state to additional general fund 
expenditures beyond the amount appropriated for the 2003 biennium by the legislature to the Senior and Long- 
Term Care Division." 


LFD As noted in the division overview, this language does not provide an appropriation to the division. 
COMMENT Since the Executive Budget does not include an appropriation, the legislature may wish to increase the 


amount in the new proposal or include a language appropriation. 





County Nursing Home Intergovernmental Transfer Program 

Counties that fund and operate county nursing homes could raise daily Medicaid rates for their nursing homes through 
this proposal. Counties would transfer funds to DPHHS to draw down the matching federal Medicaid funds to increase 
daily Medicaid rates. The maximum daily rate that could be paid according to draft federal rules would be the upper 
payment limit calculated using Medicare cost principles. 


The average daily rate paid to all nursing homes in fiscal 2001 is estimated to be about $100 per day, which includes the 
patient contribution (about $20) and the amount paid from general fund and federal appropriations for the Medicaid 
nursing home program (about $80). DPHHS has estimated, for budgeting purposes, that the allowable Medicare upper 
payment limit could be up to $126 per day in fiscal 2003. So comparing estimated rates under the proposal for fiscal 
2001 to fiscal 2003, a county funded nursing home could forward to DPHHS matching funds of $7 per day to draw down 
an additional $19 per day in federal funds. The total daily rate would rise $26 per day for a net revenue increase to the 
county of $19 per day. 


There are 37 county funded nursing homes in Montana. DPHHS estimates that county funded facilities will provide 
about 270,000 days of care or about 20 percent of the total 1.3 million days of care funded in the Medicaid program in 
fiscal 2001. All but 5 of these facilities are the only nursing homes within 20 miles of a privately operated nursing home. 
Notable exceptions are Helena and Bozeman where cities have both county funded and private facilities. Many counties 
are already contributing local tax dollars for the operation of county funded facilities. 


Program Administration 

DPHHS has already implemented an intergovernmental transfer program in fiscal 2001. The program allows a 
participating county to send in matching funds to raise the daily rate for its nursing home up to $97.02 per day, the 
statewide median Medicaid daily rate. Only county nursing homes with rates below the median rate were allowed to 
participate in the fiscal 2001 program. Fourteen counties chose to participate. 


DPHHS anticipates that it will administer the expanded program in the same manner as in fiscal 2001. Each county 
agreed to send in a lump sum payment to DPHHS at the beginning of fiscal 2001, based on the estimated number of 
Medicaid funded nursing home bed days and the non federal share of the daily rate increase. For instance, if a nursing 
home was projected to provide 10,000 days of Medicaid funded care, the rate increase was $5 per day, and the match rate 
was 27.15 percent, the county would have remitted $13,575 to DPHHS. Then the county would have received an 
additional $5 per day for each day of Medicaid funded care compared to its initial investment of $1.36 (based on 10,000 
days of care). If a county nursing home provided fewer days of care than estimated, its daily investment would be 
higher. If a county nursing home provided more than 10,000 days of care, the state general fund will pick up the extra 
cost above the county contribution. 


The administrative method was chosen to provide administrative simplicity. If each county were charged for the rate 
increase based on the total number of actual days of nursing care funded by the Medicaid program, it would require a 
cost settlement process. 

Interaction with General Nursing Home Rate Increase 
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DPHHS will require that counties participating in the expanded intergovernmental transfer program provide the non- 
federal share of funding for the 4.5 percent Medicaid rate increase (if approved) for the 2003 biennium in addition to 
participating in the expanded rate increases due to the intergovernmental transfer program. (DPHHS is requesting a 4.5 
percent rate increase for nursing homes included in decision package 121 "Nursing Home Rate Stabilization".) So 
county funds would provide the state match for Medicaid rate increases approved by the legislature for all nursing 
homes, as well as any rate increases above that amount and due to the intergovernmental transfer program. 


Draft Federal Rules 

This program is allowed by existing federal Medicaid regulations as well as changes made by draft federal rules. The 
draft rules may be final during the 2001 legislative session. Legislative staff will provide updates if final rules materially 
impact the DPHHS proposal. 








Medicaid matching funds returned to counties participating in the program; 2) whether to fund the program 
through language or a regular HB 2 appropriation; and 3) whether to authorize DPHHS to limit participation 
of some county facilities. 









The legislature may wish to consider several issues in relationship to this proposal: 1) the amount of federal 
ISSUE 







Federal Matching Funds Returned to Counties 
Prior to proposed changes in federal rules governing intergovernmental transfer programs, states had used this funding 
mechanism to generate excess federal Medicaid matching funds. In some instances, state returned less than the full 
amount of federal Medicaid matching funds generated by the county funds. The proposed rules establish that rates paid 
to public facilities that are not state-owned may not exceed the Medicare upper payment limit. However, the proposed 
rules are silent about how much federal matching money must be returned to a participating facility. As long as a state 
does not exceed the upper payment limit, it has some discretion in establishing criteria to participate in the program. 









The legislature may wish to decide how much of the federal match is returned to counties participating in the proposed 
nursing home program. Under the department proposal, it is possible that the amount of county funds remitted at the 
beginning of a fiscal year is lower than the required non-federal match for actual payments made to a county facility. 
(The reverse is also true.) 










The legislature could decide to require counties to pay a higher match rate than the non-federal share (27.12 percent in 
fiscal 2002 and estimated to be 26.98 percent in fiscal 2003). The legislature could establish a fixed differential. For 
example, the legislature could require counties to remit an amount equal to the match rate plus a certain percent. The 
match rate could be designed to ensure that the general fund did not pay for cost or rate increases derived through the 
intergovernmental transfer program. If county funds were generated in excess of the amount required to fund 
intergovernmental transfers, the county funds could be used for the Medicaid program. 

Language Versus Regular HB 2 Appropriation 












The Executive Budget includes a request for a regular appropriation ($2) and a language in HB 2. Neither proposal 
includes sufficient authority to fund the intergovernmental transfer program. If the legislature approves the proposal, it 
may wish to decide which type of appropriation is indicated and how much authority by fund type is desired. The 
language included in the executive request identifies a total amount of funding, but is not specific with respect to the 
amount by fund type and it does not establish an appropriation. 








Language appropriations are removed from actual expenditures when the base budget is developed and are not included 
in the totals in HB 2 or in the tables explaining budget analysis or appropriation action by the legislature. Funding this 
proposal through a language appropriation will understate nursing home expenditures and add unnecessary complexity to 
explaining and understanding the base budget, Executive Budget request, and legislative action. 
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The legislature could authorize a regular appropriation if it approves this proposal. If the county 
LFD ISSUE 
CONTINUED matching funds were appropriated through state special revenue, it would be easy to track total county 
contributions and expenditures. If the legislature wanted to attach conditions to the appropriation, it 
could do so through language in HB 2. 


Limiting Participation in the Program 

The legislature may hear concerns from privately owned nursing facilities within the same market area or community as 
a county owned nursing facility, because this program will allow county owned facilities in the same community to be 
paid at a higher rate than a private facility. This issue was not applicable in the fiscal 2001 program, because county 
facilities co-located in communities with privately operated nursing homes had rates above the statewide median rate and 
could not participate. 


If the legislature wishes to address this issue, it could consider two options. The legislature could consider limiting 
county owned facility participation in the program if the county facility is in a community that also has a privately 
operated facility, or the legislature could consider a rate differential for privately owned facilities in the same community 
as a county owned facility. There is no financing mechanism comparable to intergovernmental transfers for privately 
operated nursing facilities within federal rules, so matching funds for any rate differential would have to come from the 
general fund. However, if the legislature considers either of these policies, it should seek advice from legislative legal 
staff on potential equal protection concerns under the state constitution. There must be a rational basis to discriminate 
among entities within the same class in order to avoid equal protection problems. 


Finally, there may be increased pressure by privately owned facilities to increase rates commensurate with rates paid to 
counties under the intergovernmental transfer program.~ 


Preliminary federal rules regarding intergovernmental transfers promulgated by the Health Care 
LFD . ! Paar ens ya ob 
Financing Administration establish an upper payment limit for public facilities that are not state owned. 
COMMENT ae 
The proposed rules specify that the upper payment limit can be no more than would be paid under 
Medicare payment principles. If payment rates to county nursing homes were to reach those limits, the amounts above 
the upper payment limit could not be funded or matched with federal Medicaid funds. Any rate increases authorized 


under such conditions would be born entirely from the general fund. 


If the legislature chooses to authorize an intergovernmental transfer program for county nursing homes, it may wish to 
establish parameters to clearly articulate that rates in excess of the upper payment limit will not be funded from state 
funds, or that rates paid to county-owned facilities may not exceed the upper payment limit under Medicare cost 
principles. The legislature may also wish to consider whether state general fund could be used to backfill the nonfederal 
share of Medicaid payments if county contributions were to decline from one fiscal year to the next, or if the federal 
Medicaid match rate were to decline. 


If the legislature chooses to establish policy parameters, counties opting to participate in the program should understand 
limitations of the intergovernmental transfer program prior to entering into any agreement with DPHHS. In most cases, 
the legislature would need to enact changes to statute to make any such policies binding. Establishing program 
guidelines as a condition of the appropriation is inappropriate, since the preceding policy changes are substantive law 
and therefore should not be included in the general appropriations act as language.~ 
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DP 147 - Federal Spending Authority - The Executive Budget includes $2 million federal funds over the biennium that is 
unrelated to a specific funding source. The funds could be used for a variety of activities, such as federal Medicaid 
matching authority to offset part of the cost of services that are funded fully from state sources or for a new federal grant. 
The Executive Budget also requests the following language: 
"The Senior and Long-Term Care Division is authorized to pursue up to $2.0 million in federal funding over the 
biennium to enhance or improve division services or programs. These additional federal funds may be expended 
by the division on services as long as those actions do not require or commit the state to additional general fund 
expenditures beyond the amount appropriated for the 2003 biennium by the legislature to the division." 


The 1995 and 1997 legislatures provided the division with a similar language or directly appropriated federal spending 
authority for this purpose. In one instance, the division used the additional federal authority to expand Medicaid waiver 
services using general fund already appropriated for aging services programs as match. 









LFD Legislators may wish to consider the effects of expanding programs beyond the level anticipated by the 

Tt legislature. While costs may not increase in the biennium in which the additional federal funding is used, it 

could lead to additional general fund expenditures in future biennia. For instance, if the state matching rate 

for Medicaid increases, the legislature may be faced with the decision as to whether to increase general fund to maintain 
an expanded level of service, not fund other types of increases, or reduce services. 








Approval of this decision package could also be construed as legislative direction to expand Medicaid funded services 
without direct legislative oversight. DPHHS has initiated rate increases and expanded Medicaid services during the 2001 
biennium that were not reviewed or anticipated by the 1999 legislative session. If the legislature approves this language, 
it may want to indicate that the federal authority is to be used to refinance existing services that are fully or mostly 
funded from state or county funds, but that the authority may not be used to fund new services that were not reviewed or 
approved by the 2001 legislature. 








Sub-Program Details — 


Veterans 02 


Sub-Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


BEE O39) 9.00 y 104.29 18.00 i 113.29 


Personal Services 2,806,816 301,444 3,108,260 566,399 8B 738215 
Operating Expenses 1,356,236 64,078 1,420,314 119,317 1,475,553 
Equipment 39,141 27,983 67,124 3 27,983 67,124 
Grants 875,075 0 875,075 0 875,075 
Debt Service 2,698 0 2,698 0 2,698 


Total Costs $5,079,966 $393,505 $5,473,471 $713,699 $5,793,665 


State/Other Special ' 2,678,638 277,981 2,956,619 464,906 3,143,544 
Federal Special 2,401,328 115,524 2,516,852 248,793 2,650,121 


Total Funds $5,079,966 $393,505 $5,473,471 $713,699 $5,793,665 





Veterans services accounts for about 3 percent of the total division budget and includes the two veterans' homes. The 
homes are funded with a combination of private payments, state special cigarette tax revenue, and federal funds from the 
Veterans’ Administration. 
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Cigarette Tax Revenue 

Veterans services receive 11.11 percent of cigarette tax revenue (Section 16-11-119(1), MCA). In addition to 
appropriations for operating costs for the veterans' homes in HB 2, building projects funded in the Long-Range Building 
Program are also supported from cigarette taxes allocated to veterans services. The new 15-bed special care unit is 
funded with a $1.1 million appropriation from the cigarette tax proceeds; however, the executive is expecting that federal 
funds will be available to pay for construction. Table 22-10 shows revenue estimates, expenditures and the cigarette tax 
fund balance. 


The revenue estimates included in Table 22-10 

Table 22-10 do not consider the Cigarette Tax Proceeds and Fund Balance 

proposed increase in cigarette tax Veterans Services 

revenue in the Executive Budget. Fund Balance Fiscal Fiscal Fiscal Fiscal Fiscal 
However, without an increase in Deposits/Expenditures 1999 2000 —- 2001* 2002* 2003* 
revenue, the 2003 biennium Executive | 5. inning Fund Balance $2,415,429 $2,571,455 $ 2,642,356 $ 2,778,941 $ 2,486,591 
Budget (operating and _ long-range 


building costs) is higher than ongoing | Revenue/Transfers In 1,342,010 1,287,414 1,251,000 —‘1,225,000 +—_—_1,200,000 
annual estimated cigarette tax revenue, } 
creating a structural imbalance. If the 
average of expenditures over the 2003 | adjustments 


biennium (about $1.36 million 


Expenditures/Transfers Out 1,215,787 1,216,513 1,114,415 15173350 1,203,609 


29,803 


ongoing costs for operation and 
maintenance of the veterans' homes, the 
fund balance would be sufficient to 
fund the program for another 15 to 16 
years. However, if federal funds are 


Construction of 15-Bed Special Care Unit - MVH $ 1,065,757 


Balance if Federal Funding not Received to Offset Construction of $ 1,417,225 
Special Care Unit 


not received for the construction of the *Revenue based on estimates adopted by the Revenue Oversight Taxation and 

new 15-bed special care unit and it is Transportation Committee. Expenditures based on the Executive Budget request. 
funded from ci garette tax revenue, the Estimated expenditures also include long-range building proposals funded from the 
fund balance would be sufficient to veterans cigarette allocation in fiscal 2002 and indirect cost allocation within DPHHS. 
fund 2003 biennial program 
expenditure level for another 8 years. 





Operating Expenditures Recorded as Grants to Local Agencies 

In response to a legislative audit finding, the division began recording payments from the Veterans' Administration for 
operation of the Eastern Montana Veterans’ Home as a budgeted expense. The division recorded such payments as a 
grant to local agencies. ; 





The expense category used to budget federal veterans payments represents a payment to a public, non- 
state agency. The veterans' homes are state agencies. In all other institutional budgets within DPHHS, 
operating costs to support institutions are recorded as operating expenses instead of grant expenditures. 


LFD 





COMMENT 


The executive budget overstates the amount of funds expended and appropriated for grants to local agencies. The 
legislature may wish to direct legislative staff to record the appropriation for these funds in the appropriate category of 
operating expenditure and request that the division do the same in accounting for program expenditures. 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 

Vacancy Savings 

Inflation/Deflation i 
Fixed Costs (5,383) 


~ Total Statewide Present Law Adjustments ($19,859) 


DP 24 - MVH Operating Expense Adjustments 
0.00 0 48,807 0 48,807 ; 48,807 0 
DP 25 - MVH Special Care Unit 
9.00 0 207,352 L292 22 336,574 347,475 295,460 642,935 
DP 116 - MVH Equipment 


0.00 0 16,918 0 16,918 : 16,918 0 16,918 


DP 141 - EMVH Equipment 
0.00 0 11,065 0 11,065 E 11,065 0 11,065 


Total Other Present Law Adjustments 
$0 $284,142 $129,222 $413,364 $424,265 $295,460 $719,725 


Grand Total All Present Law Adjustments $393,505 $713,699 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
“Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 24 - MVH Operating Expense Adjustments - The Executive Budget includes $97,614 in cigarette tax state special 
revenue over the biennium for personal services costs and laundry and grounds maintenance expenses at the veterans' 
nursing homes. Personal services adjustments totaling $72,600 fund anticipated overtime, shift differential and holidays 
worked costs, the same amount as incurred in fiscal 2000. Since these costs are removed from the base budget, programs 
must include a budget request to support comparable costs in the 2003 biennium. Laundry and grounds maintenance 
expenses total about $35,000. These increases are partially offset by reductions of $58,000 for one-time repair expenses 
incurred in fiscal 2000. 


DP 25 - MVH Special Care Unit - The 1999 legislature approved the construction of a 15-bed special care unit at the 
Montana Veterans' Home in Columbia Falls to provide services to residents with various forms of dementia. The facility 
is scheduled to begin operation in January of 2002. This request is for the funding and staff required to operate the new 
unit at a biennial cost of $979,509, including 18 FTE and $146,065 of cigarette tax state special revenue. 


DP 116 - MVH Equipment - This request adds $34,000 state special revenue cigarette tax over the biennium to maintain 
funding for equipment for the Montana Veterans’ Home. Equipment purchases include a whirlpool, electric beds, 
hydraulic bath chairs, an EKG machine, a sara lift and a wheelchair accessible van. A private donation of $17,500 is 
anticipated to pay for half of the cost of the wheelchair van. 
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DP 141 - EMVH Equipment - This request would add $22,130 in state special revenue cigarette tax over the biennium to 
purchase equipment for Eastern Montana Veterans' Home. Anticipated equipment purchases include a whirlpool tub, 
electric beds, dining and activity tables, geri chairs, a sara lift and replacement mattresses. 


Sub-Program Details 


Aging 03 
Sub-Program Proposed Budget 








Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FIE 8.71 0.00 0.00 8.71 0.00 ‘ 8.71 


Personal Services 400,204 (16,881) 0 Boa: 3235 (14,421) 0 385,783 
Operating Expenses 247,352 9,488 45,000 301,840 19,832 0 267,184 
Grants 5,368,165 223,752 1,016,141 6,608,058 223,192 1,033,575 6,625,492 
Benefits & Claims 803,000 T9953 0 878,953 131,321 0 934,321 


Total Costs $6,818,721 $292,312 $1,061,141 —« $8,172,174 $360,484 $1,033,575  —- $8,212,780 
1,896,886 319,335 86,141 2,302,362 384,853 173,575 2,455,314 


0 0 108,750 108,750 0 29,315 25530) 
Federal Special 4,921,835 (27,023) 866,250 5,761,062 (24,369) "834,625 5,732,091 11,493,153 


Total Funds $6,818,721 $292,312 $1,061,141 —«4$8,172,174 $360,484 $1,033,575 $8,212,780 $16,384,954 


Aging services administers funding from the Older Americans Act, which supports contracts with Area Agencies on 
Aging to provide meals, transportation, public education, information and assistance, and other services to older 
Montanans. Aging services is primarily funded with federal grant funds from the Older Americans Act. General fund 
supports some of the required state match for federal funds and in recent biennia has funded provider rate increases since 
federal funds have been capped. Aging services comprise 4.3 percent of the total division budget. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments ($27,408) 
DP 35 - Aging PLA :Provider Rate and Direct Care Increases 
0,00 223,752 0 Das elade ; 223,752 
DP 81 - State Supplemental Caseload Increase 
0.00 95,968 0 95,968 : 161,256 


Total Other Present Law Adjustments ‘ 
0.00 $319,720 $0 $319,720 : $385,008 


Grand Total All Present Law Adjustments $292,312 





Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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DP 35 - Aging PLA: Provider Rate and Direct Care Increases - The department requests a total of $1.2 million for the 
biennium, including $513,615 in general fund, to provide a 1.5 percent annual rate increase for Medicaid, Waiver, Home 
Health and Hospice, and aging services programs. Medicaid personal assistance services were excluded from this 
request because the department proposed a 3 percent direct care wage increase instead of a general rate increase. 





aay If the legislature approves this request, it could consider using some of the increase in federal grant funds 


authorized in the Federal Older Americans Act Grant to support a portion or all of the provider rate increase 
requested by the department for aging services (see DP 222). The amount of funding for aging services 
provider rate increases is $259,716 general fund over the biennium, compared to a total grant increase of $1.6 million. 


ISSUE 


Beginning in the 1997 biennium, the executive requested and the legislature approved for the first time, general fund 
supported provider rate increases in services initiated and supported by the federal Older Americans Act. Prior to that 
time, rate increases were not implemented or were made within the available federal grant funding level. 


The legislature has traditionally considered rate increases for service costs in the coming biennium as a 
new proposal rather than a present law adjustment. All other 2003 biennium rate increases requested 
by DPHHS divisions are included as new proposals. 


LFD 
COMMENT 





DP 81 - State Supplemental Caseload Increase - The executive requests $257,224 general fund over the biennium for 
projected caseload growth in the state supplement program in fiscal years 2001 through 2003. The state supplement 
payment is a state funded payment that "supplements" the federal Supplemental Security Income (SSI) payments to low- 
income persons residing in certain licensed facilities, primarily developmental disability group homes. The average cost 
per month per recipient is $83. In addition, the state contracts with the Social Security Administration to process and add 
the state supplement payment to appropriate social security checks at a cost of $8.50 per person per month in fiscal 2002 
and $9.00 in fiscal 2003. 







New Proposals 


Federal 
Special 


State Federal General 
Special Special Fund 
























State 


Funds Special 









DP 115 - Guardianship, APS Staff, Prevention& Education 
3 0.00 0 108,750 41,250 150,000 0.00 0 2075 9,625 35,000 
DP 129 - Provider Rate Increases 
03 0.00 86,141 0 0 86,141 0.00 173,575 0 0. 173,575 
DP 222 - Older Americans Act Aging Grant Increase 
.00 0 







0 825,000 825,000 0.00 0 0 825,000 825,000 





$173,575 $25,375 





$834,625 $1,033,575 





Total 0.00 $86,141 





$108,750 





$866,250 





$1,061,141 





New Proposals 

DP 222 - Older Americans Act Aging Grant Incr - The executive requests $1.6 million in federal authority over the 
biennium due to an increase in the federal Older Americans Act grant. The request includes a $400,000 increase in 
funding for existing services such as senior centers, meals on wheels and transportation. Also included is $1.2 million 
for a new Family Caregiver Support program to assist family caregivers by providing information about services, 
assistance with locating services, training, respite care and other support services to assist them in caring for their 
relative. Existing state and local funds will be used to meet the state match requirement for the grant. 
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The legislature could consider using some of the increase in federal grant funds to support a portion or all of 


ries the provider rate increase requested by the department for aging services. See discussion in DP 129. 


ISSUE 


Acceptance of the federal grant funds for the Family Caregiver Support program will add a new program. Workers that 
provide some of the services funded by this new grant program are examples of workers who would have been eligible 
for direct care worker wage increases approved by the 1999 legislature and would be eligible for such wage increases as 
requested in the 2003 biennium Executive Budget. DPHHS has requested rate increases from the general fund for 
providers in federally funded programs when federal funds were capped. If the legislature approves this request, it may 
wish to provide advice, record its intent in the Legislative Fiscal Report, or condition the appropriation so that rate 
increases for the new program must be funded from federal funds in the 2003 biennium and 2005 biennium budget 
request. 














Sub-Program Details 


Division Administration 04 


Sub-Program Proposed Budget 
Base PL Base New .- Total PL Base New’ Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


6.00 0.00 : 6.00 0.00 : 6.00 


Personal Services 294,313 2,650 296,963 4,626 298,939 
Operating Expenses 149,383 43,483 192,866 48,742 198,125 


Benefits & Claims (6,424) 0 (6,424) 0 (6,424) 
Total Costs $437,272 $46,133 $483,405 $53,368 $490,640 
210,697 22,330 233,027 25,880 236,577 


111,684 10,350 122,034 11,316 123,000 
Federal Special 114,891 13,453 128,344 16,172 131,063 





Total Funds $437,272 $46,133 $483,405 $53,368 $490,640 


Division administration oversees administration and management of the Senior and Long-Term Care Division. Division 
administrative costs are less than 1 percent of the total biennial budget request. 


Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 

Vacancy Savings 

Inflation/Deflation ; 

Fixed Costs 36,560 


Total Statewide Present Law Adjustments $40,521 


DP 146 - Medicaid Field Staff Office Rent Costs 
0.00 2,806 2,806 5,612 


Total Other Present Law Adjustments 
0.00 © $2,806 $2,806 $5,612 





Grand Total All Present Law Adjustments $46,133 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. — 7 
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DP 146 - Medicaid Field Staff Office Rent Co - The Executive Budget includes $14,676 total funds ($7,338 general 
fund), for anticipated increases in lease contracts for Medicaid Regional Program Officers located around the state. 
Current contracts reflect an annual increase of 15 percent for these offices. This request is funded from the general fund 
(50 percent) and from Medicaid administration funding (50 percent). 


LFD 
ISSUE 


Sub-Program Details 


APS 05 


Sub-Program Proposed Budget 


et Item 


Personal Services 
Operating Expenses 


Equipment 
Grants 


Benefits & Claims 


Debt Service 


Total Costs 


General Fund 


State/Other Special 


Federal Special 


Total Funds 


See agency wide issue. 


Base 
Budget 
Fiscal 2000 


B29 


1,238,933 
253,430 
0 

0 

16,616 
1,705 


$1,510,684 


1,466,093 
0 
44,591 


$1,510,684 


PL Base 
Adjustment 
Fiscal 2002 


0.00 


76,909 
28,036 
0 

0 
176,093 
0 


$281,038 
177,815 
0 
103,223 


$281,038 


New 
Proposals 
Fiscal 2002 


4.00 


141,593 
30,000 
10,000 
50,000 

0 
0 


$231,593 
0 
227,593 
4,000 


$231,593 


Total 
Exec. Budget 
Fiscal 2002 


36.79 


1,457,435 
311,466 
10,000 
50,000 
192,709 
1,705 


$2,023,315 
1,643,908 
227,593 
151,814 


$2,023,315 


PL Base 
Adjustment 
Fiscal 2003 


0.00 


84,196 
32,740 
0 

0 
176,093 
0 


$293,029 
188,961 
0 
104,068 


$293,029 


New 
Proposals 
Fiscal 2003 


6.50 


227,282 
48,750 
7,500 
50,000 
0 

0 


$333,532 
0 
326,362 
7,170 


$333,532 


Total 
Exec. Budget 
Fiscal 2003 


39.29 


1,550,411 
334,920 
7,500 
50,000 
192,709 
1,705 


$2,137,245 
1,655,054 
326,362 
155,829 


$2,137,245 





Total 


Exec. Budget 


Fiscal 02-03 


$4,160,560 





The program to provide protective services for adults age 60 or older and disabled individuals age 18 or older was 
transferred from the Child and Family Services Division to the Senior and Long-Term Care Division in fiscal 2000. The 
protective services function includes investigation of allegations of abuse and neglect. 
substantiated, adult protective services workers help victims of abuse and neglect access services. The protective 
services function is about | percent of the division budget request. 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 113,742 
Vacancy Savings (36,833) 
Inflation/Deflation 

Fixed Costs 


Total Statewide Present Law Adjustments $76,029 


DP 77 - APS Emergency Support PLA 
: 0.00 75,887 100,206 176,093 ; 75,404 100,689 
DP 143 - Rent Increase for APS Field Offices 
0.00 24,460 756 25,216 i 28,893 894 

DP 145 - Leased Cars For APS Field Staff 
0.00 3,589 111 3,700 Q 3,589 111 


Total Other Present Law Adjustments 
0.00 $103,936 $101,073 $205,009 : $107,886 $101,694 





Grand Total All Present Law Adjustments $281,038 


Executive Present Law Adjustments 
The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 


DP 77 - APS Emergency Support PLA - The department requests $352,186, including $152,186 general fund, for the 
biennium to raise the level of funding to the amount appropriated in fiscal 2001 for protective emergency and support. 
The appropriation for fiscal 2000 was $50,000 general fund and $50,000 federal funds, which was increased to $100,000 
general fund and $100,000 federal funds in fiscal 2001. Base expenditures were mostly from the general fund and 
included $16,616 in benefits, $10,000 in contracted services, and $365 in long distance call expense. 


The program was transferred to Senior and Long-Term Care from Child and Family Services Division beginning in fiscal 
2000. Expenditures for services were limited as guidelines and accounting procedures for the expenditure of these funds 
were developed. 


about $14,000 of general fund services had been provided for adult protective services. Annualizing year to 

date costs, the program would spend about $40,000 of general fund for services. Legislative staff will provide 
an update to the legislature regarding the level of services provided during fiscal 2001 and how the services are funded. 
The executive request exceeds current expenditure patterns. The legislature could also consider whether to line item or 
restrict the appropriation if it chooses to fund the executive request. 


Expenditures recorded as of the end of November 2000 in the statewide accounting system indicated that 
ISSUE 





DP 143 - Rent Increases for APS Field Offices - This request totals $25,216 in fiscal 2002 and $29,787 in fiscal 2003 for 
rent increases that are contained in multi-year rental contracts for Adult Protective Services field offices located 
throughout the state. The request is funded 97 percent from general fund and 3 percent from federal Medicaid funds. 
The funding split reflects that 3 percent of the adult protective services caseloads are Medicaid recipients that receive 
assistance with Medicaid eligible services. 


LFD See agency wide issue related to field office rent. 
ISSUE 
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DP 145 - Lease Cars for APS Field Staff - This request would allow the division to lease four vehicles from the 
Department of Transportation during the 2003 biennium. These vehicles would be used by field staff who currently use 
their personal vehicles in excess of 10,000 miles per year. This request would reduce personal car mileage expenses by 
$16,640 and increase lease expenses by $20,340 each year for a net increase of $3,700 per year. This request is funded 
from general fund (97 percent) and federal Medicaid funds (3 percent). 


New Proposals 


State Federal Total General State Federal 
Sub Prgm Special Special Funds Fund Special Special Funds 


DP 115 - Guardianship, APS Staff, Prevention& Education j 
4.00 0 227,593 4,000 231,593 f 0 326,362 7,170 833532 


Total 4.00 $0 $227,593 $4,000 $231,593 : $0 $326,362 $7,170 $333,532 





New Proposals 


DP 115 - Guardianship, Prevention and Education - The Executive Budget includes a total of $750,125 for the biennium, 
including $688,080 in state special revenue from the lien and estate recoveries for: 1) 3.5 FTE in fiscal 2002 and 5.5 FTE 
adult protective service workers in fiscal 2003 to investigate allegations of abuse and neglect at a cost of $372,335 over 
the biennium; 2) contracts with local agencies for abuse prevention and education activities at a cost of $100,000 over 
the biennium; 3) a public guardianship program to reduce the need to rely on state employees to act as guardians for 
incapacitated adults at a cost of 1 FTE and $92,790 over the biennium, and; 4) efforts to educate Montanans about long- 
term care issues, services and planning at a cost of $185,000 over the biennium. 








This request is the first time that lien and estate funds have been requested to support ongoing program costs. 
LFD : ; : : 

Previously, the funds have been used to fund one-time improvements related to the quality of long-term 
ISSUE ae : 

Medicaid funded services. 





Since lien and estate funds are deposited to the general fund it may be more appropriate to budget general fund instead of 
state special revenue in the executive request. The Legislative Finance Committee (LFC) has extensively reviewed state 
special revenue and statutory appropriations over the last several biennia. As part of that review, the LFC sponsored 
legislation to codify policies about the appropriate creation and use of state special revenue (Section 17-1-505(3), MCA). 
Three of those guidelines that are appropriate to this proposal include: 1) the program or activity provides direct benefits 
to those who pay the dedicated tax, fee, or assessment, and the tax, fee, or assessment is commensurate with the cost of 
the program or activity; 2) the dedicated revenue provides program funding at a level equivalent to the expenditures 
established by the legislature; and 3) the dedicated revenue does not impair the legislature's ability to scrutinize the 
budget, control expenditures, and establish priorities for state spending. Use of a state special revenue account does not 
appear to meet these legislative policy guidelines for this proposal. 
















Lien and estate recoveries are not necessarily recouped from persons who receive adult protective services. Diverting 
lien and estate recoveries to adult protective services would lessen the amount of lien and estate recoveries available for 
other uses, which has included funding for improvements to the quality of nursing home and community based services 
in past biennium. Using lien and estate funds to improve quality of services may have provided benefits to persons 
whose Medicaid funded services were partially or fully paid from estate proceeds. 
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The level of lien and estate recoveries is not closely related to adult protective services program 

LFD ISSUE jth 
CONTINUED expenditures. The state share of such recoveries is dependent on a number of factors unrelated to 
adult protective services. For instance, the state share of lien and estate proceeds is determined by the 
federally determined state match for Medicaid benefits and collections depend on circumstances of individual Medicaid 


recipients. Neither of these determinants, which are significant to the amount of lien and estate collections, is necessarily 
germane to the number of adults who need protective services, nor the amount and types of services they may need. 


Finally, budgeting these costs from state special revenue may subject the approval of adult protective services 
expenditures to less scrutiny than would be the case of the costs were budgeted from the general fund. 
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Program Proposed Budget 

Total 
Exec. Budget 
Fiscal 02-03 


Total 
Exec. Budget 
Fiscal 2003 


PL Base 
Adjustment 
Fiscal 2002 


PL Base 
Adjustment 
Fiscal 2003 


New 
Proposals 
Fiscal 2003 


Total 
Exec. Budget 
Fiscal 2002 


New 
Proposals 
Fiscal 2002 


Base 
Budget 


Budget Item Fiscal 2000 


Pe 547.42 38.00 2.00 587.42 38.00 2.00 587.42 


19,782,444 2,873,056 94,102 22,749,602 3,024,273 94,438 
8,210,057 2,192,600 374,567 10,777,224 2,433,897 26,325 10,670,279 
181,417 0 0 181,417 0 0 181,417 
0 0 0 0 0 0 0 
5,658,013 4,041,753 — (904,934) 8,794,832 4,039,897 (1,234,894) 8,463,016 
61,401,623 23,554,936 4,684,865 89,641,424 27,153,076 9,201,161 97,755,860 
0 0 0 0 0 0 0 

81,464 0 1,200 82,664 0 1,200 82,664 


22,901,155 


Personal Services 
Operating Expenses 


$95,315,018 $32,662,345 $4,249,800 $132,227,163 $36,651,143 $8,088,230 $140,054,391 


46,684,220 
5,816,560 
42,814,238 


7,472,386 
1,130,897 
24,059,062 


855,464 
96,467 
3,297,869 


55,012,070 
7,043,924 
70,171,169 


8,808,399 
1,255,660 
26,587,084 


1,175,437 
334,109 
6,578,684 


56,668,056 
7,406,329 


75,980,006 146,151,175 


Total Funds $95,315,018 $32,662,345 $4,249,800 $132,227,163 $36,651,143 $8,088,230 $140,054,391 $272,281,554 





Program Description 

The Addictive and Mental Disorders Division (AMDD) is responsible for providing alcohol and drug prevention 
services, treatment and aftercare services, and mental health treatment services. Alcohol and drug inpatient, outpatient, 
and prevention services are provided through contracts with community-based programs around the state. Direct 
inpatient services are also provided at the 76-bed Montana Chemical Dependency Center (MCDC) in Butte. 


Community-based mental health services are delivered to eligible Medicaid and non-Medicaid individuals through a 
network of providers around the state. Non-Medicaid services are delivered through the Mental Health Services Plan 
(MHSP) and provide services to individuals earning up to 150 percent of the federal poverty level. Montana State 
Hospital (MSH) at Warm Springs (190 beds) and the Montana Mental Health Nursing Care Center (MMHNCC) at 
Lewistown (165 beds) provide institutional services to individuals with mental illness. The services at MSH are 
typically of a short duration while services for residents at the MMHNCC are considered to be long term. 


Biennium Comparison 

The Program Proposed Budget, Present Law Adjustment 
and New Proposal tables all measure the changes in the 
2003 biennium budget request compared to base budget 
expenditures in fiscal 2000. However, a proportion of 
the present law adjustments requested in benefits and 
personal services costs in this program are related to 


Table 033-01 
2001 Biennium Compared to 2003 Biennium 


Addictive and Mental Disorders Division 
Percent 


Budget Item/Fund 2001 Biennium 2003 Biennium Change of Total 


7.2% 
9.3% 


Personal Services $ 40,216,920 $ 45,650,757 $ 5,433,837 


incremental changes between fiscal 2000 actual costs 
and the fiscal 2001 appropriation, due to pay plan 
increases and caseload growth. Table 33-01 shows the 
comparison of the change from the 2001 to the 2003 
biennium. 


The 2003 biennium budget request is $75 million total 
funds and $22 million general fund higher than the 2001 
biennium expenditures and appropriations. However, a 
supplemental appropriation for mental health services 
cost over-runs during the biennium of $31.1 million total 
funds, including $11.2 million general fund, is not 
reflected in the 2001 biennium costs. Supplemental 
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Operating 
Equipment 


Local Assistance 


Grants 


Benefits/Claims 


Debt Service 


Total Costs* 


General Fund 
State Special 
Federal Funds 


Total Funds* 


Percent Increase 


14,422,763 
332,273 
1,000,000 
11,729,944 
127,126,558 


2,100,536 
$196,928,994 


$ 89,251,888 
27,429,393 


80,247,713 
$196,928,994 


21,447,503 
362,834 

0 
17,257,848 
187,397,284 


165,328 


$ 272,281,554 


$ 111,680,126 
14,450,253 


146,151,175 


$ 272,281,554 


7,024,740 
30,561 
(1,000,000) 
5,527,904 
60,270,726 


(1,935,208) 
$75,352,560 
$22,428,238 


(12,979,140) 
65,903,462 


$75,352,560 
27.7% 


*The 2001 biennium does not include the supplemental request of $31.1 


B-165 


0.0% 
-1:3% 
7.3% 
80.0% 
-2.6% 


100.0% 


29.8% 
-17.2% 
87.5% 


100.0% 
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appropriations are removed from base budget expenditures as a standard part of budget preparation. If the supplemental 
amount were included, the change between biennia would be $44 million. 


The increase from the 2001 biennium to the 2003 biennium budget request is largely due to present law adjustments to 
the base budget since new proposals add $12 million of the $75 million increase. The most significant changes include: 
e Annualization of the net cost increases due to mental health services cost over-runs in the 2001 biennium; 
e Caseload increases and inflation in pharmacy costs for mental health and state institution services; 
e Annualization of pay plan and requests to continue funding for overtime, holiday, and shift differential pay at the 
state institutions administered by this program; and 
e New proposals to expand Medicaid services to include chemical dependency services, increase provider service 
rates, and expand financial eligibility for Children's Health Insurance Program (CHIP) funded mental health 
services for children. 


The most significant change between biennia is the $60.3 million increase in benefits and claims costs, which accounts 
for 80 percent of the total. Two noticeable reductions between biennia include statutory appropriation costs for debt 
service for the new state hospital and alcohol tax distributions to counties that are inadvertently included in base budget 
expenditures. Inclusion of these two expenditures masks $2 million of increase between the biennia. 


The following narrative discussing the budget request for this division will be based on the amounts shown in budget 
tables that measure the change in the 2003 biennium request from the base budget. The incremental change between 
fiscal 2000 costs and the fiscal 2001 appropriation, while part of the increase in most present law adjustments that will be 
considered by the legislature, is not distinguished from the amount of the total change from fiscal 2000 expenditures. 


Program Narrative 

The AMDD 2003 biennium budget request is $82 million total funds and $18.3 million general fund higher than fiscal 
2000 base budget expenditures. The majority of the increase is in mental health services - $66 million total funds and 
$18.4 million general fund. Reductions in other general fund budget requests offset the Medicaid services general fund 
increase. Addiction services increase $16 million over the biennium, largely due to an expansion of Medicaid funded 
services to include chemical dependency services. 


Mental health services account for the largest share of the division budget - 88 percent in fiscal 2003. Addiction services 
comprise 11 percent and division administration is under 1 percent. The most significant budget requests in the division 
are: 
e $36 million total funds, including $6 million general fund and 27 FTE at MSH to continue services in excess of 
the 2001 biennium appropriation level; 
e Medicaid mental health services increases of $15 million, including $2.9 million — fund and 5.0 FTE; 
e Federal block grant increases in chemical dependency and mental health of $9.6 million; 
e Provider rate increases of $6.3 million, including $2.6 million in general fund and interest income from the 
tobacco settlement proceeds constitutional trust fund; 
e $5.8 million state special revenue and federal funds and 1.0 FTE to expand Medicaid services to cover chemical 
dependency services; 
Pharmacy inflationary increases of $2.6 million general fund; 
Overtime, holiday and shift differential pay at the state institutions of $2.1 million general fund; 
$1.6 million in state special revenue to implement pharmacy rebates for MHSP and the MMHNCC; 
$1 million in federal CHIP authority for an increase in financial eligibility for CHIP eligible children receiving 
MHSP services; 
$0.4 million, including $0.3 million general fund and 6 FTE to determine eligibility for MHSP; and 
e $0.3 million general fund in fiscal 2002 for start-up costs for two behavioral health facilities for short-term crisis 
services for persons who are mentally ill or persons with a mental condition who are also chemically dependent. 
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Table 33-02 shows the total division budget request and major components of the division budget compared to base 
budget expenditures. The table also shows the share of the total division budget for each major component and the 
compounded annual rates of change from fiscal 2000 to fiscal 2003 for the total budget and each major component. 


The total division budget request grows 14 percent annually from the fiscal 2000 base budget through the fiscal 2003 
budget request. The growth is driven by increases in benefit and grant expenditures. Federal spending increases the 
most, rising at an annual compounded rate of 21 percent. The growth in federal spending is related to increases in 
overall Medicaid costs, the increased federal match rate for Medicaid costs, and higher federal block grants. 


State institutions costs account for about 20 percent of the fiscal 2003 budget request, and support for the mental health 
institutions constitutes 39 percent of the total general fund requested for the division in fiscal 2003. 


Grants account for 6 percent of the total division budget and under 2 percent of the fiscal 2003 general fund budget 
request. Mental health community grants include contracts for crisis services and drop-in centers and the costs are fully 
funded from the general fund. The PATH grant is a federal grant for outreach services to identify homeless mentally ill 
people and help them find housing. PATH services are funded from the block grant and about $100,000 general fund. A 
$75,000 grant from the general fund was made to fund start-up of an 8-bed group home for adults in fiscal 2000. The 
grant is not continued in the 2003 biennium. 


The two largest grants are for community services and local needs assessment for addiction services and prevention. 
Both are funded by federal block grants and together comprise 5 percent of the total division budget request in fiscal 
2003. A small general fund grant of $162,610 funded residential treatment services for low-income youth in the base 
budget year. In the 2003 biennium, the Executive Budget shifts the general fund for this grant to pay part of the state 
Medicaid match for chemical dependency services. 


Benefits expenditures account for 70 percent of the total fiscal 2003 budget request and 56 percent of the general fund 
request. Mental health Medicaid benefits are the most significant benefit expenditure, accounting for 53 percent of the 
fiscal 2003 budget request. The division began an expansion of Medicaid services to fund chemical dependency services 
in fiscal 2001 that is expected to grow to about $4.5 million total funds by fiscal 2003. 


MHSP is the second largest benefit with 13 percent of the total division budget request in fiscal 2003. MHSP services 
are funded from the general fund and the federal mental health block grant in the base year budget. In the 2003 
biennium, $7.4 million in federal CHIP matching funds are included to fund children's mental health services for 
children who are eligible for CHIP and MHSP. The federal CHIP funds are a direct offset to general fund expenditures, 
but despite the addition of a significant amount of new federal funding, the general fund cost of MHSP grows $4.8 
million over the 2003 biennium. 


Benefits are the most significant division expenditure and also the fastest growing expenditure. Benefits grow at annual 
compounded rate of 17 percent between fiscal 2000 and fiscal 2003. Grant expenditures increase about 14 percent 
annually over the same time period. 


Legislative Finance Committee Interim Study 
As noted in the agency summary, the Legislative Finance Committee (LFC) studied public mental health services during 
the interim as directed by HJR 35. In addition to recommending several bills, the LFC requested that the Health and 
Human Services Joint Appropriation Subcommittee: 
e Ensure that MHSP financial eligibility for children eligible for both MHSP and CHIP be established at the same 
level as financial eligibility for CHIP; 
e Review updated estimates to expand MHSP financial eligibility and cost sharing options initiated during the HJR 
35 study; 
e Review the DPHHS calculation of the average cost of providing mental health services by system component and 
age of recipient, and the average cost of a high-end user of mental health services by system component and age 
of recipient; 
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e Closely evaluate the appropriation request for MSH, and particularly the estimate of the average daily population 
(ADP) for the facility; 

e Review guidelines and implementation by DPHHS of providing federal Medicaid matching funds to local 
government for the cost of transporting Medicaid eligible persons to medical facilities, other than MSH; and 

e Review the DPHHS case management model that was to be developed in response to a request from the LFC. 


Legislative staff requested that DPHHS present information to the appropriations subcommittee during hearings on the 
mental health services budget request. 


Mental Health Consultants to AMDD 
The 1999 legislature passed SB 534 in order to guide development of the mental health system after cancellation of the 
statewide managed care contract in late fiscal 1999. As part of that effort, the legislature enacted a requirement that 
DPHHS contract with consultants. Section 53-21-702, MCA requires DPHHS to: 
“contract with an independent professional consulting firm that is knowledgeable and experienced in developing 
managed mental health care systems. The department shall require, as part of the contract, that the consulting 
firm make regular reports to the Legislative Finance Committee and any other appropriate legislative interim 
committee. Reports must be made at least every 6 months and must include information about the development 
and implementation of the new mental health managed care system." 


DPHHS contracted with a firm - Technical Assistance Collaborative (TAC). TAC assistance focused on three areas: 
review of system services and management information systems, development and implementation of outcome measures, 
and system recommendations. Reports covering the first two areas were completed in the fall of 2000 and the final draft 
of the report including system recommendations will be available December 31. Preliminary system recommendations 
include: 
e Strategic planning to develop a vision and focused guide for system development; 
Assessment of services to identify service needs and gaps; 
Development of a regional system of care; 
Inclusion of state institutions in the regional system; 
Implementation of a waiver of Medicaid regulations to provide funding flexibility and focused provider and 
service development; 
e Enhancing wrap around, community, and rehabilitative services rather than facility and bed-based services, 
including a voluntary or mandatory moratorium on out-of-state placement of children; and 
e Implementation of quality and outcome measures. 


Legislative staff requested that AMDD review the consultant reports and recommendations and inform legislators about 
the actions that it would be taking with regard to the recommendations. 


Intergovernmental Transfer Program 

The division is implementing an intergovernmental transfer program to raise Medicaid rates paid for services provided 
by community mental health centers in a "frontier" county, which is a county with an average population density of less 
than 6 persons per square mile, according to the most recent census data issued U.S. Census Bureau. If a community 
mental health center receives county funds, the county can transfer funds to DPHHS to provide the non-federal share of 
Medicaid payments to raise frontier service rates. Medicaid payments may not exceed the upper payment limit for 
services based on Medicare cost reimbursement methodologies. 
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The draft contracts that will implement the intergovernmental transfer program for community mental health 
centers require the centers to perform tasks that do not bear a direct relationship to performance of Medicaid 
services for which the centers will be reimbursed. Specifically draft contracts require centers to: 

Provide services to residents of all frontier counties within its catchment area; 

Provide 24-hour emergency response services throughout its catchment area; 

Screen individuals being considered for admission to MSH; and 

Continually work to educate county attorneys, district courts, and mental health providers throughout the 
catchment area and to maintain and enhance its relationships with those persons or entities for the purpose of 
achieving an effective pre-admission screening of individuals being considered for placement at MSH and their 
placement in the most integrated and least restrictive treatment setting. 


BD 
ISSUE 


The Health Care Financing Administration (HCFA) recently proposed rules to impose limits for reimbursement of 
services under intergovernmental transfers. HCFA had. determined that some states used federal matching funds 
generated through such transfers for uses unrelated to Medicaid programs and to increase federal funding and offset the 
non-federal share of Medicaid program costs. The provisions included in the intergovernmental transfer program 
contracts for mental health services appear to mirror original federal concerns with such programs. 


No other intergovernmental transfer programs initiated by the department require additional duties to be performed in 
return for enhanced Medicaid rates. In fact, most other programs, including AMDD in its later proposal for funding a 
frontier rate increase, acknowledge that providers located in rural areas need special support to ensure continuation of 
services. It is also unclear that the amount of revenue that will be generated under the proposal would be sufficient to 
support the duties enumerated in the contract. 


The draft contract requires participating counties to remit funds for enchanced Medicaid rates at a time yet to be 
determined. The contract also specifies that once the match is fully expended, service rates will decline to the regular 
rate without enhancement. While that provision protects AMDD against a cost shift to the general fund, it also makes | 
the proposal more difficult to administer and manage. Additionally, the contract does not specify that centers may 
forego performance of the duties enumerated in the contract once the enhanced funding is curtailed. 


Legislative staff has asked AMDD to provide an estimate of the amount rates will be increased and the total revenue that 
could be generated by each center. It is also unclear whether entities participating in a fee-for-service Medicaid program 
can be required to perform services that may not be Medicaid eligible or for persons who may not be Medicaid eligible 
as a condition of receiving Medicaid funds. 





Funding 

The division is funded from general fund, state special revenue, federal block grants, and federal Medicaid funds. — 
Alcohol and drug services are funded predominantly with earmarked alcohol tax and federal block grant funds,and a 
small amount of general fund. MCDC is funded with federal block grants and state special alcohol tax revenue. The 
mental health system is funded with state general fund, state special revenue, federal Medicaid funds, and a small federal 
block grant. The two state operated facilities that provide mental health services (MSH and MMHNCC) are funded with 
state general fund, and state special revenue. 
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Table 33-03 shows the funding for the 
2003 biennium budget request 
compared to fiscal 2000 expenditures. 
General fund supports 41 percent of the 
fiscal 2003 budget request. About $43 
million or 39 percent of the total general 
fund 2003 biennium budget request 
supports the two state mental health 
institutions, while $40 million or 36 
percent matches Medicaid benefits and 
administrative costs and another $26 
million or 24 percent of the total general 
fund supports MHSP services and the 
state CHIP match. 


The two largest sources of state special 
revenue include federal Medicaid funds 
for reimbursement of eligible costs at 
the state mental health institutions and 
alcohol taxes. MMHNNC receives the 
most Medicaid reimbursement because 
Medicaid will pay only for services 
provided by an institution for mental 
disease for persons under the age of 22 
or over the age of 65. Earmarked 
alcohol funds support MCDC and the 
state match for Medicaid chemical 
dependency services. Drug _ rebate 
revenue is added to fund drug costs 
supported by pharmacy rebates in 
MHSP and MMHNCC._ The tobacco 
interest is anticipated interest income 
from the tobacco settlement 
constitutional trust fund. 


HYD 
ISSUE 


Fund Source 


General Fund 
Percent of Total 


State Special Revenue 
Managed Care Rev. MMHNCC 
Earmarked Alcoho] Funds 
Managed Care Rev. - MSH 
Drug Rebate Collections 
Tobacco Interest Constitutional Trust 
Match Private Funds 
MSH Canteen 
MMHNCC Donations 
MSH Donations 
Conference Donations 
Cost Allocation Funds 


Subtotal State Special Revenue 
Percent of Total 


Federal Funds 
Medicaid Benefits 
Substance Abuse Block Grant 
ADAD Needs ASM Study 
CHIP Grant 
Youth CD Prevention - CSAP 
Mental Health - Homeless 
Mental Health Block Grant 
Medicaid Administration 
SAMSA Data Contract 
Misc. Mental Health Funds 
Cost Allocation Funds 


Subtotal Federal Funds 
Percent of Total 


Total Funds 


Annual Rate of Change from 2000 Base 


Table 33-03 
Addictive and Mental Disorders Division Funding Summary 


Fiscal 2000 


Actual 


$46,684,220 
49.0% 


2,734,476 §$ 


2,452,905 
552,126 
0 

0 

0 

41,209 
S95 
4,045 
1,280 
24,562 


$5,816,560 
6.1% 


$35,770,440 
4,528,450 
0 

0 

0 

306,034 
871,537 
1,018,049 
62 
126,946 
192,720 





Executive Request 


Fiscal 2002 


$55,012,070 
41.6% 


3,084,488 $ 


2,781,476 
552,126 
378,943 

70,742 
98,606 
41,209 
5,957 
4,045 
1,280 
25,052 


$7,043,924 
5.3% 


$54,240,968 
5,584,255 
3,594,483 
3,200,000 

0 

306,034 
1,028,398 
2,020,627 


Fiscal 2003 


$56,668,056 
40.5% 


3,114,488 
2,823,964 
552,126 
428,623 
308,300 
101,040 
41,209 
S050 
4,045 
1,280 
25,297 


$7,406,329 
5.3% 


$58,988,171 
5,584,255 
3,594,483 
4,200,000 
0 

306,034 
1,028,398 
2,080,423 
0 

0 

198,242 
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Percent 
of Total 


40.5% 





State statute directs that Medicaid payments for MSH and MMHNCC services must be deposited in the 
federal special revenue fund and may be appropriated to support the facilities (Section 53-1-413(4), MCA). 
The 1999 legislature adopted that change based on a request from DPHHS. 


It appears that Medicaid 


reimbursements for institutional reimbursements are not being recorded or expended in the correct fund type as directed 


by statute. The legislature could: 
Direct DPHHS to correctly account for the funds; 
Amend statute to correspond to DPHHS actions; and/or 
Refer this issue to the Legislative Auditor for review and potential recommendation in the upcoming financial 
compliance audit. 
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Table 33-04 shows the fund balance of the 
earmarked alcohol tax received by DPHHS. 
The department receives an allocation of the 
liquor license tax, which accounts for the most 
significant share of tax proceeds, as well as a 
share of wine and beer taxes. A small amount 
of revenue is due to cost recovery at MCDC. 
Revenues are expected to grow by about 5 
percent per year throughout the 2003 biennium. 


The largest appropriation made from the 
account is for operation of MCDC. The amount 
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Table 33-04 


Earmarked Alcohol Tax Revenue and Expenditures 


Fiscal 2000 Actuals Through Fiscal 2003 Budget Request 


Revenue/Expenditures 
Fund Balance 


Beginning Balance 


Revenues 
Liquor License 
Beer Tax 
Wine Tax 
Cost Recovery for MCDC 


Total Revenue 
Annual Percent Change 


$ 


74,150 


Percent 
Fiscal 2000 Fiscal 2001* Fiscal 2002* Fiscal 2003* _ of Total 


102,243 $ - $ - $ (0) 


2,986,407 
840,281 
547,706 


3,134,000 
876,000 
571,000 

76,755 


4,657,755 


3,297,000 
913,000 
597,000 

79,360 


3,487,000 
953,000 
623,000 

81,965 


5,144,965 


4,448,544 4,886,360 


ham: f ehippad haocesibienn Total Funds Available 4,550,787 4,657,755 4,886,360 $ 5,144,965 
eclines from fisca to the iennium Haw) 2 papose Tilt: 7U. lebanon Gnd 
B : ; h f th MCDC : Disbursements 
ecause an increasing snare oF te 1S CD Operations 57,634 60,000 83,921 84,180 
funded by the federal chemical dependency | Cost Allocated Admin. 88,939 82,481 91,607 91,607 
MCDC 2,395,259 2,377,589 1,955,232 ‘1,667,501 
block grant and the alcohol funds that formerly » Medicaid Services/Admin. - 1,376 768,049 1,098,093 
supported MCDC will be used to fund the | Quality Assurance - 57,227 65,014 57,229 58,204 
expansion of Medicaid to cover chemical ae 
‘ Distribution to Counties** 1,595,451 Le 2Oyl te 1,530,074 1,747,180 
dependency services. Pine Hills 25,523 25,523 25,523 25,523 
Justice - Equipment 303,202 300,912 303,205 303,205 
: Dept. of C ‘ 27,552 18,088 71,520 69,472 
Other state agency costs that are appropriated ae ore a 
ar 
from the DP allocation of alcohol taxes 
es d ° HHS Oca Total Disbursements 450M 6) OL L401 oS 4,886,360 5,144,965 
include: 
ee ‘ ; ere Adjustments 
e Administrative functions within DPHHS 
for operation of the chemical | Prins Fund Balance ) 
dependency programs including Excess Above $1 Million Distribution to Counties 530,075 747,181 


licensure of local programs; 

e Equipment such as breathalyzers for use 
by highway patrolmen’ in _ the 
Department of Justice; 

e Treatment programs at Pine Hills School 


*Estimated revenue is based on Revenue and Taxation Committee action and 2003 biennium costs 
are based on the Executive Budget request. Fiscal 2001 expenditures based on DPHHS budget 
status report 10/23/00 or the appropriated amount. Potential pay plan increases are not included. 
**Distribution to counties is estimated to be total funds available after all other costs are paid. 


for Boys managed by the Department of Corrections; and 
e The Professional and Occupational Licensing Board for certification and licensure of chemical dependency 





counselors in the Department of Commerce. 


Disbursements from the account should fully expend the revenues because the balance remaining after the legislature 
makes appropriations from the account is statutorily appropriated for distribution to counties for purposes pertaining to 
the problems of alcoholism (Section 53-24-206(3)(b) and (c), MCA). DPHHS did not transfer the full amount due to 
counties in fiscal 2000, leaving a balance of $102,243. 


aay Historic revenue distributions to counties from the alcohol tax proceeds allocated to DPHHS have been 
Su around $1 million, with some fluctuations, most notably due to a significant one-time increase in compliance 
: with a legislative audit finding. If the legislature wanted to ensure that counties continued to receive $1 
million or an increasing amount to cover inflation, there would still be some revenue left in the account available for 
appropriation. The Executive Budget request includes about $414,000 of general fund in the addictions treatment 


program during the 2003 biennium that could be offset by an appropriation from the alcohol tax proceeds. The general 
fund supports general operating costs of the program (about $51,000) and treatment for indigent youth ($162,610). The 
youth treatment appropriation is being shifted to fund part of the state match for the Medicaid expansion in the budget 
request. If the legislature were to offset that general fund, it would still leave an increase of almost $400,000 in fiscal 
2002 and $550,000 in fiscal 2003 available for counties. 
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LED Legislative staff identified an issue with respect to the amount of alcohol taxes that should be requested 
COMMENT for the Department of Commerce. The correct amount should be $27,167 each year, about.$43,000 less 
each year than requested in the Executive Budget. The reduction is necessary because the wrong 
percentages were used to determine the amount that should be allocated to the state special revenue alcohol tax. This 
issue will be addressed in the Natural Resources and Commerce Joint Appropriation Subcommittee. 





Federal funds account for 54 percent of the fiscal 2003 budget request. The most significant funding source is Medicaid 
matching funds for administration and services with $61 million and accounting for 44 percent of the total division . 
budget request in fiscal 2003. Block grants for chemical dependency services and needs assessment, CHIP federal 
matching funds, and mental health services are other significant federal funding sources. 


hospital had been licensed as a nursing home and not as a hospital. This change will impact the Medicaid 

revenue available to support MSH and medical costs paid by MSH, and may impact revenues to the general 
fund. Additionally, in order to meet and maintain licensure as an inpatient psychiatric hospital under Medicaid and 
Medicare, institutions must maintain enhanced staffing requirements. 


The new state hospital recently attained licensure as an inpatient psychiatric hospital. Previously, the old 
ISSU 


Due to hospital licensure, MSH can bill Medicaid for hospital services for persons under the age of 21 and over the age 
of 65. MSH can also begin billing Medicare for services for Medicare eligible adults. Previously, MSH could only bill 
Medicaid for nursing care services for persons over the age of 65. In order to be reimbursed for MSH services, the 
services must provide active treatment to improve or maintain a person's condition. Reimbursement is not provided for 
care that is custodial. 


Medicaid eligibility was routinely closed for persons under 21 who were admitted to MSH. As of October 31, 2000, 
there were 10 persons under 21 who were admitted to MSH whose Medicaid eligibility had been closed. If the eligibility 
had been maintained, MSH could bill Medicaid for services for those individuals. 


As noted previously, Medicaid revenues supporting MSH and MMHNCC may be appropriated for the support of MSH 
and MMHNCC and recorded in the federal fund type. However, all revenues from both facilities are first pledged to 
support the debt service for the new state hospital (Section 90-7-220, MCA). Revenue sources other than Medicaid 
include: Medicare, insurance payments, Indian Health Services funds, county funds, and private payments. All 
revenues in excess of debt service, except Medicaid payments are to be deposited to the general fund (Section 53-1-413, 
MCA). Only Medicaid revenue in excess of debt service may be appropriated to support MSH and MMHNCC. 


AMDD recently became aware of another change due to MSH hospital licensure: payment of medical services for MSH 
residents provided by other hospitals and doctors. Dental services or hospital services for a broken bone would be 
examples of "outside" services. Previously, other providers billed Medicaid or Medicare directly for such services. Now 
MSH must pay those costs. MSH will be reimbursed for’ outside medical costs for Medicare eligible persons, but must 
pay outside medical costs for Medicaid eligible persons. MSH recovers costs from Medicare by "bundling" the cost of 
outside medical services with the cost for MSH services. MSH may not recover outside medical costs from Medicaid. 


The Executive Budget does not include changes to Medicaid revenue supporting either MSH or MMHNCC. Nor does it 
include changes due to payment of outside medical costs. 


There are several issues that the legislature may wish to consider in establishing the appropriation for MSH and 
MMHNCC: 
The level of Medicaid revenues that should be available to support MSH and MMHNCC; 
The level of outside medical costs that MSH may incur; 
The potential changes in Medicare revenue, 
The total level of revenue generated by MSH and MMHNCC in relationship to debt service payments; and 
Allocation of other revenues in excess of debt service to support the institutions. 
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LFD ISSUE The legislature could consider whether to allocate revenues in excess of debt service, other than 
5 Medicaid, to the support of MSH and MMHNCC. Funding institutions from revenues that they 
(Continued) : : ONT 3 : ' 
generate can establish a closer link between delivering services and ensuring that appropriate payors are 
billed. This change would require an amendment to statute. 


Legislative and AMDD staff will develop estimates related to revenue and medical services cost issues. 


Legislative staff requested that AMDD present information to the appropriations subcommittee on whether it can 
reinstate Medicaid eligibility for MSH residents whose eligibility was terminated on admission and if eligibility can be 
reinstated, how soon that could be done. Legislative staff have also requested that AMDD clarify what the enhanced 
staffing requirements are to maintain hospital licensure and whether those requirements are satisfied by the present law 
adjustment that funds 27 FTE for MSH. 









aay As noted in the agency overview, the legislature may wish to consider the overall appropriation for CHIP 
Sti federal funds within DPHHS. It appears that the federal CHIP funding used in the MHSP is capped at a 
specific amount rather than tied to the actual costs of providing expanded mental health services in the CHIP 

program. The cap is most apparent in the proposed expansion of CHIP financial eligibility to 175 percent of the federal | 
poverty level. 






Capping. the federal CHIP funds expended for MHSP extends the life of the CHIP grant, allowing programs funded from 
the grant to continue as long as possible. However, the legislature may wish to evaluate CHIP funding and determine 
whether it agrees with the policies tacitly established in the Executive Budget. If the legislature agrees that federal CHIP 
funds for mental health services costs should be capped at a certain amount each year, it may want to enact statute or 
appropriate conditions in HB 2 to prohibit use of CHIP funds beyond a certain level. If mental health services general 
fund costs were to expand beyond executive projections during the 2003 biennium, there could be a financial incentive 
for DPHHS to expand the use of federal CHIP funds above the level anticipated by the 2001 legislature. 
















LFD The state match for the Medicaid expansion to cover chemical dependency services is funded from 
COMMENT alcohol tax proceeds. As noted previously, the bulk of HB 2 appropriations from the alcohol tax have 
supported MCDC and the federal block grant supported contracts with community service providers. 

In order to free up state funds for match, block grant funds will be allocated to MCDC from the community service 
contracts and alcohol funds will be used to match federal Medicaid funds. The Medicaid expansion is discussed in 
greater detail in the addiction services and prevention sub- program. 
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Present Law Adjustments 


State Federal 
General Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


DP 1 - Mental Health Supplemental and Cost Containment 
27.00 2,977,001 
DP 2 - FY00-FY01 PRI - PASARR 
0.00 143 429 
DP 3 - FY00-FY01 PRI - Indigent Youth Alcohol Treatment 
0.00 1,626 0 
DP 4 - FY00-FY01 PRI - Medicaid 2 
0.00 168,043 451,583 
DP 5 - FY00-FY01 PRI - MHSP 
0.00 127,666 0 
DP 26 - Mental Health Block Grant Increase 
0.00 0 0 156,861 
DP 27 - MCDC Food and Rent Inflation 00-01 
0.00 0 26,778 0 
DP 28 - MCDC Holiday, OT, Differential Pay 
0.00 0 48,636 0 
DP 29 - MCDC Food and Rent Inflation FY02 & FY03 
0.00 0 meee oD 0 
DP 38 - Frontier Rate Annualization 
; 0.00 193,829 98,606 264,984 
DP 47 - Caseload/Utilization Increase MHSP Pharmacy 
0.00 138,114 Oe 0 
DP 50 - Caseload/Utilization Increase - MHSP Benefits 
0.00 157,404 0 0 
DP 51 - Medicaid Base Adjustment for FY00 
0.00 (386,909): 386,909 
DP 52 - Caseload/Utilization Increase - Medicaid 
0.00 1,330,990 
DP 72 - MHSP Pharmacy Price Inflation 
0.00 786,317 0. 
DP 74 - MMHNCC Holiday, OT, Differential Pa 
0.00 271,028 0 
DP 76 - MSH Holiday, OT, Differential Pay 
0.00 733,374 0 
DP 82 - Family & Consumer Srvs Training 
0.00 46,875 0 
DP 86 - Fund MHSP Pharmacy Rebates 
0.00 0 378,943 0 
DP 199 - MHSP Eligibility Staffing 
6.00 152,709 0 50,903 
DP 988 - Annualization of Utilization Review & Management 
0.00 214,324 rd 841,063 
DP 989 - SABHRS - MEDICAID BASE ADJUSTMENT 
0.00 0 0 
DP 992 - Discontinue OJJDP Combating Underage Drinking 
0.00 0 0 
DP 993 - MMHNCC Medicaid Patient Pharmacy State Special 
0.00 0 350,000 0 
DP 994 - Substance Abuse Prevention & Treatment Block Grant 
0.00 0 974,270 
DP 995 - Continue Community Incentive Grant 
5.00 (0) 
DP 997 - MCDC Pharmacy Cost Inflation 
0.00 0 0 
DP 998 - MMHNCC Pharmacy Cost Inflation 
0.00 43,125 0 
DP 999 - MSH Pharmacy Cost Inflation 
0.00 171,102 0. 
Total Other Present Law Adjustments 
38.00 $7,126,761 


14,937,274 


4,366,958 


(1,983,318) 


(126,946) 


3,649,490 


$953,547 $23,998,585 


Grand Total All Present Law Adjustments 
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1,003,453 
(563,999) 
13592) 
64,406 


$583,452 


17,914,275 
572 

1,626 
619,626 
127,666 
156,861 
26,778 
48,636 
27,755 
557,419 
138,114 
157,404 

0 
5,697,948 
786,317 
271,028 
733,374 
75,000 
378,943 
203,612 
1,055,387 
(1,983,318) 
(126,946) 
350,000 
974,270 
3,649,490 
22,829 
43,125 
171,102 
$32,078,893 


$32,662,345 


B-175 


General 


2,962,870 
143 

1,626 
167,175 
127,666 
0 

0 

0 

0 

199,644 
138,114 
157,404 
(462,142) 
2,050,085 
1,233,432 
219 ASD 
199;375 
46,875 

0 

153,203 
246,991 
0 


0 


0 

0 
60,839 
256,528 


$8,374,987 


State Federal 
Special Special 


14,915,838 

429 

0 

452,451 

0 

0 156,861 
26,778 0 
50,095 0 
56,523 0 
101,040 273,458 
0 0 

0 0 
462,142 

6,771,673 

0 

0 

0 

28,125 

0 

51,067 

898,511 

(1,983,318) 

(126,946) 

0 

972,414 

3,650,702 

25,608 0 
0 0 

0 0 


$1,068,667 
$26,523,407 
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(567,529) 
60,161 
70,332 


$684,082 


17,878,708 
Due 

1,626 
619,626 
127,666 
156,861 
26,778 
50,095 
56,523 
574,142 
138,114 
157,404 

0 
8,821,758 
1,233,432 
279,159 
195,305 
75,000 
428,623 
204,270 
1,145,502 
(1,983,318) 
(126,946) 
380,000 
972,414 
3,650,702 
25,608 
60,839 


256,528 


$35,967,061 


$36,651,143 
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Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


Present law adjustments add 38 FTE and $69 million total funds and $15.5 million general fund to the 2003 biennium 
division budget. The most significant adjustment includes 27 FTE and $35.8 million total funds, with $6 million general 
fund, to support ongoing mental health services costs that were above the level appropriated for the 2001 biennium. 
DPHHS has also requested a 2001 biennium appropriation of $31.1 million total funds, including $11.2 million general 
fund in HB 3, the supplemental appropriations bill. Adjustments included in HB 3 and the Executive Budget request for 
2001 biennium cost over-runs in mental health services total $17.2 million general fund. Each present law adjustment is 
discussed in conjunction with the specific sub-program function: mental health services; addiction treatment and 
prevention; and division administration. 


New Proposals 


State Federal State Federal 
_ Program General Special Special General Special Special 


Refinance Chemical Dependency Program 
33 1.00 (4,978) 25,725 2,444,192 2,464,939 ; (22,469) 25,809 3,307,177 3,310,517 
Provider Rate Increases 02-03 - Medicaid 
33 0.00 183,843 70,742 684,149 938,734 y 459,109 308,300 2,076,954 2,844,363 
- Psychiatrist Access Rate Increase 
33 0.00 88,285 0 143,546 231,831 i 102,309 0 167,189 269,498 
- Provider Rate Increase - PASARR 
33 0.00 217 0 650 867 : 656 0 1,969 2,625 
- Provider Rate Increase - MHSP 
33 0.00 193,414 0 193,414 : 586,043 0 0 586,043 
- Provider Rate Increase - Indigent Y f 
33 0.00 2,464 2,464 i 7,465 0 7,465 
- Behavioral Health Facilities Start-Up 
33 0.00 350,000 350,000 ; 0 0 
- Law Enforcement & Criminal Justice 
33 1.00 42,219 67,551 i 25,395 67,719 
- Expansion of CHIP Eligibility to 175% FPL 
33 0.00 0 0 0. : 1,000,000 1,000,000 





Total 2.00 $855,464 $96,467 $3,297,869 $4,249,800 A $1,175,437 $6,578,684 $8,088,230 


New Proposals 

New proposals add 2.0 FTE, $12.3 million total funds and $2 million general fund over the 2003 biennium. The most 
significant new proposals increase Medicaid provider rates, expand Medicaid services to cover chemical dependency 
services, and expand financial eligibility for the CHIP program from 150 to 175 percent of the federal poverty level 
($25,575 to $29,838 for a family of four in 2000). 
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Sub-Program Details 


Mental Health 01 
Sub-Program Proposed Budget 


Budget Item 


FTE 


Personal Services 
Operating Expenses 


Equipment 


Local Assistance 


Debt Service 


Total Costs 


General Fund 


State/Other Special 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 2000 


485.07 


17,531,571 
6,661,039 
151,247 

0 
1,416,562 
61,401,535 
0 

50,402 


$87,212,356 
45,907,217 
Boog US 
37,966,034 


$87,212,356 


PL Base 
Adjustment 
Fiscal 2002 


33.00 


2,415,068 
1,918,690 
0 

0 

(75,000) 
23,553,310 
0 

0 


$27,812,068 
7,452,395 


827,549 
19,532,124 


$27,812,068 


New 
Proposals 
Fiscal 2002 


0 

0 

0 
1,363,979 
0 

800 


$1,782,397 
857,978 
70,742 
853,677 


$1,782,397 


Total 
Exec. Budget 
Fiscal 2002 


519.07 


19,993,690 
8,950,296 
151,247 

0 
1,341,562 
86,318,824 
0 

51,202 


$116,806,821 
54,217,590 
4,237,396 
58,351,835 


$116,806,821 


PL Base 
Adjustment 
Fiscal 2003 


33.00 


2,548,002 
2,126,012 
0 

0 

(75,000) 
27,151,450 
0 

0 


$31,750,464 
8,782,493 
909,663 
22,058,308 


$31,750,464 


New 
Proposals 
Fiscal 2003 


1.00 


47,219 
22.325) 

0 

0 

0 
4,699,904 
0 


800 
$4,770,248 
1,190,441 
308,300 
32107 


$4,770,248 


Total 
Exec. Budget 
Fiscal 2003 


S197 


20,126,792 
8,809,376 
151,247 

0 
1,341,562 
93,252,889 
0 

51,202 


$123,733,068 
55,880,151 
4,557,068 
63,295,849 


$123,733,068 


Total 
Exec. Budget 
Fiscal 02-03 


$240,539,889 


110,097,741 





The mental health services function includes state institutional and community mental health services for adults and 
residential and community mental health services for children. MSH and MMHNCC are state institutions funded from 
general fund and Medicaid funds. Community services are funded from Medicaid and general fund for Medicaid eligible 
adults and children and from the MHSP program for adults with a serious and disabling mental illness, and children who 
are seriously emotionally disturbed and whose families have incomes below 150 percent of the federal poverty level. 
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Table 33-05 shows the total present law adjustments 
for mental health services that experienced cost over- 
runs during the 2001 biennium: Medicaid funded 
services; MHSP; and MSH. There are 15 separate 
present law adjustments for these 3 components of the 


Table 33-05 
Total Present Law Adjustments due to 2001 Biennium Cost Over-Run 


Mental Health Services 
Service, Present Law Fiscal 2002 Fiscal 2003 


Adjustments, Base General Fund Total Funds General Fund Total Funds 


Medicaid Services 


Base Expenditures* 
Present Law Adjustments 
DP 1 - Supplemental 


$14,960,489 


$1,390,709 


$50,730,906 


$13,127,983 


$14,960,489 $50,730,906 


$1,372,957 $13,088,795 


mental health services system, including 1 present law 
adjustment that allocates $6 million general fund over 
the biennium among these service components. 


167,175 619,626 
74,899 374,497 
(462,142) 0 
2,050,085 8,821,758 
(1,983,318) 


DP 4 - 00-01 Prov. Rate 
DP 38 - Frontier Rate 


168,043 619,626 

98,605 363,589 
DP 51- Funding Adj. (386,909) 0 
DP 52 - Caseload 1,330,990 5,697,948 
DP 989 - SABHRS Adj. 0 (1,983,318) 


Table 33-05 provides a summary of the total present 
law adjustment requested by the executive to continue 


Wit er oe -— oa’ | these service components at the fiscal 2000 level. If 
P2,001628 


Total Medicaid PL Adj. $17,825,828 $3,202,974 $20,921,358 this division budget request had been presented ina 


way comparable to other Medicaid and major benefits 
services, items such as annualization of 2001 
biennium provider rate increases approved by the 
legislature, inflation in pharmacy costs, and caseload 
growth in the 2001 biennium would have been 
combined into a single present law adjustment. 
However, the disaggregation provides opportunities 
for the legislature to understand the incremental 
change in the present law budget due to various 
issues. 


Total Present Law Request $17,561,927 


14.8% 


$68,556,734 
26.0% 


$18,163,463 
17.6% 


$71,652,264 
Percent Increase 29.2% 


MHSP 

Base Expenditures* 

Present Law Adjustments 
DP | - Supplemental 
DP 5 - 00-01 Prov. Rate 
DP 38 - Frontier Rate 
DP 47 - 00-01 Pharmacy 
DP 50 - Caseload Increase 157,404 
DP 72 - 03 Pharmacy Infl. 786,317 
DP 86 - Pharmacy Rebates 0 


$10,670,673 $10,670,673 $10,670,673 $10,670,673 
$588,347 
127,666 
95,224 


138,114 


$3,788,347 
127,666 
193,830 
138,114 
157,404 157,404 
786,317 1,233,432 
378,943 0 


$588,347 
127,666 
124,745 
138,114 


$3,788,347 
127,666 
199,645 
138,114 
157,404 
1,233,432 
428,623 


Total MHSP PL Adj. $1,893,072 $5,570,621 $2,369,708 $6,073,231 


Total Present Law Request $12,563,745 


15.1% 


$16,241,294 
34.3% 


$13,040,381 
18.2% 


$16,743,904 


Percent Increase 36.3% 


Montana State Hospital 
Base Expenditures* 
Present Law Adjustments 
Statewide Adjustments 
DP 1 - Supplemental 
DP 76 - Overtime Pay 
DP 999 - Pharmacy Infl. 


$15,827,699 $16,425,079 $15,827,699 $16,425,079 
$363,957 
997,945 
733,374 


171,102 


$363,957 
997,945 
733,374 
171,102 


$424,261 
1,001,566 
139,379 
256,528 


$424,261 
1,001,566 
7d3,309 
256,528 


Total State Hospital PL Adj. $1,902,421 $1,902,421 $2,013,469 $2,013,469 


Total Present Law Request $17,730,120 


10.7% 


$18,327,500 
10.4% 


$17,841,168 $18,438,548 


Percent Increase 11.3% 10.9% 


*Base budget costs do not include the fiscal 2000 supplemental appropriation costs. 
Such costs are removed from base expenditures. DP | requests and allocates the 
2001 biennium cost over-runs among mental health services components. 





aan The Executive Budget request for MHSP is presented in terms and proposals similar to managing an 

nao entitlement program, in which all persons meeting eligibility criteria are entitled to services, rather than a 

program with capped enrollment, where persons meeting eligibility criteria are placed on a waiting list until 

adequate funding is available to fund the cost of services,for them. For instance, some decision packages request 
funding for caseload increases during the time when enrollment was capped. 


In order for the legislature to evaluate the relationship between services and cost of the MHSP program, legislative staff 
has requested that AMDD prepare an analysis of the average number of slots by type (adult and child) and the average 
cost of each slot for fiscal 2001, fiscal 2002, and fiscal 2003 to explain the Executive Budget request. The legislature 
will be able to review the MSHP budget from a more unified perspective. Legislative and DPHHS staff will wor 


together in establishing the data. 
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LFD The MSH and MMHNCC adjusted base budgets are funded partially with Medicaid funds. The MSH 
base budget is funded 3.6 percent from Medicaid reimbursements and the MMHNCC share is 45.8 
COMMENT i woe aad. ; ae 
percent. Medicaid reimbursement is held static from base expenditures. As noted in the division 
overview, hospital licensure of MSH will impact the level of Medicaid revenue generated by MSH. Since some nursing 
care residents of MSH will likely be transferred to MMHNCC, the level of Medicaid reimbursement for MMHNCC 
could also be impacted. 


Since the daily rate billed to Medicaid rises as the institution costs rise, the amount that can be billed to Medicaid should | 
also increase. After legislative review of MSH hospital licensure and the potential changes in Medicare and Medicaid 
revenue, the appropriate level of Medicaid reimbursement should be more evident. If the facilities could still generate 
Medicaid revenue proportional to the base budget, the legislature could reduce general fund costs by about $100,000 
over the biennium. The relationship of Medicaid funding in the base budget to the potential general fund offset is also 
discussed in relation to each present law adjustment and new proposal where applicable. 


As the legislature considers the present law adjustments for mental health services, it could choose to 
combine adjustments for items that it considered and approved in the 1999 session and those usually 
recognized as typical present law adjustments. For instance, the legislature could combine DP 4, DP 
51, DP 52, and DP 989 for Medicaid services. Those adjustments would include caseload increases, annualization of the 
provider rate increase approved and funded by the 1999 legislature, and the change in the state Medicaid match rate. 
Similarly, DP 5, DP 47, and DP 72 could be combined for MHSP services. Other present law adjustments for Medicaid 
and MHSP services are those that were initiated by DPHHS and not necessarily considered or approved by the 1999 
legislature. 


LFD Vacancy savings of 2.8 percent is taken against personal services in MSH and MMHNCC. Since state 
COMMENT institutions must be staffed 24 hours per day, vacancy savings can be difficult to achieve. However, 
there is a $1 million general fund contingency fund included in HB 13 (pay plan bill) that agencies can 

access if they are unable to meet vacancy savings requirements. 


LFD 


COMMENT 
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Present Law Adjustments 


State Federal 
Special Special 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


DP | - Mental Health Supplemental and Cost Containment 
27.00 2,977,001 

DP 2 - FY00-FY01 PRI - PASARR 

0.00 143 429 
DP 4 - FY00-FY01 PRI - Medicaid 

0.00 168,043 451,583 
DP 5 - FY00-FY01 PRI - MHSP 

0.00 127,666 0 
DP 26 - Mental Health Block Grant Increase 

0.00 0 156,861 
DP 38 - Frontier Rate Annualization 

0.00 193,829 98,606 264,984 
DP 47 - Caseload/Utilization Increase MHSP Pharmacy 

0.00 138,114 0 0 
DP 50 - Caseload/Utilization Increase - MHSP Benefits 

0.00 157,404 0 0 
DP 51 - Medicaid Base Adjustment for FY00 

0.00 (386,909) 386,909 
DP 52 - Caseload/Utilization Increase - Medicaid 

0.00 1,330,990 
DP 72 - MHSP Pharmacy Price Inflation 

0.00 786,317 0 
DP 74 - MMHNCC Holiday, OT, Differential Pa 

0.00 271,028 0 
DP 76 - MSH Holiday, OT, Differential Pay 

0.00 733,374 0 
DP 82 - Family & Consumer Srvs Training 

0.00 46,875 0 28,125 
DP 86 - Fund MHSP Pharmacy Rebates 

0.00 0 378,943 0 
DP 199 - MHSP Eligibility Staffing 

6.00 152,709 0 50,903 
DP 988 - Annualization of Utilization Review & Management 

0.00 214,324 0 841,063 
DP 989 - SABHRS - MEDICAID BASE ADJUSTMENT 

0.00 0 0 
DP 993 - MMHNCC Medicaid Patient Pharmacy State Special 

0.00 0 350,000 0 
DP 998 - MMHNCC Pharmacy Cost Inflation 

0.00 43,125 0 0 
DP 999 - MSH Pharmacy Cost Inflation 

0.00 171,102 0 0 


14,937,274 


4,366,958 


(1,983,318) 


Total Other Present Law Adjustments 


33.00 $7,125,135 $827,549 $19,501,771 


Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 


Funds 


714,497 
(494,388) 
78,455 
59,049 


$357,613 


17,914,275 
Diz 
619,626 
127,666 
156,861 
557,419 
138,114 
157,404 

0 
5,697,948 
786,317 
271,028 
733,374 
75,000 
378,943 
203,612 
1,055,387 
(1,983,318) 
350,000 
43,125 


171,102 


$27,454,455 


$27,812,068 


General 


2,962,870 
143 
167,175 
127,666 

0 

199,644 
138,114 
157,404 
(462,142) 
2,050,085 
1,233,432 
279,159 
755,375 
46,875 

0 

153,203 


246,991 


60,839 


256,528 


$8,373,361 


State 


Special 


14,915,838 
429 
452,451 

0 

156,861 
273,458 

0 

0 

462,142 
6,771,673 
0 

0 

0 

28,125 
428,623 0 
0 51,067 
898,511 
(1,983,318) 
0 

0 

0 


$909,663 
$22,027,237 
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17,878,708 
a2: 
619,626 
127,666 
156,861 
574,142 
138,114 
157,404 

0 
8,821,758 
1,233,432 
21S 
T9931 D 
75,000 
428,623 
204,270 
1,145,502 
(1,983,318) 
380,000 
60,839 


256,528 


$31,310,261 


$31,750,464 





The “Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 


present law. 


"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 


Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 


correspond to the narrative descriptions. 
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DP_1 - Mental Health Supplemental and Cost - The Executive Budget includes $35.8 million total funds including $6 
million general fund over the biennium to continue services at the fiscal 2000 level. (DPHHS is also requesting a $21.2 
million total ($11.2 million general fund) supplemental appropriation in HB 3.) There is a more detailed description of 
the supplemental and cost containment measures included in the agency narrative. Table 33-06 shows the costs and 
funding for the various functions supported by this present law adjustment. 


_ Table 33-06 
Allocation of the Mental Health Supplemental and Cost Containment 


Present Law Adjustment DP 1 
Fiscal 2002 
General Fund Federal Funds 

















Fiscal 2003 
General Fund Federal Funds 


Percent 
of Total 


Service, Present Law 
Adjustments, Cost Reduction 





Total Total 


Medicaid Services 
Increased Costs 


2000 Transfer/Supplemental $2,270,617 $6,101,866 $8,372,483 $2,241,634 $6,066,868 $8,308,501 





2000 Cost Included in HB 3 0 8,000,000 8,000,000 0 8,000,000 8,000,000 

Subtotal Increased Cost $2,270,617 $14,101,866 $16,372,483 $2,241,634 $14,066,868 $16,308,501 

Less Cost Reductions: 

Partial Hospitalization ($187,960) ($505,109) ($693,069) ($185,561) ($502,213) ($687,773) 
Increased Utilization Review (691,948) (1,859,483) (2,551,431) (683,116) (1,848,817) (2,531,933) 

Subtotal Reductions ($879,908) ($2,364,592) ($3,244,500) ($868,677) ($2,351,030) ($3,219,706) 

Net Cost Increase $1,390,709 $11,737,274 $13,127,983 $1,372,957 $11,715,838 $13,088,795 73.2% 
Percent of Total 46.7% 78.6% 73.3% 46.3% 78.5% 73.2% 
Mental Health Services Plan Benefits 

Increased Costs 

2000 Transfer/Supplemental $1,933,572 $0 $1,933,572 $1,933,572 $0 $1,933,572 

2000 Cost Included in HB 3 2,000,000 0 2,000,000 2,000,000 0 2,000,000 

Subtotal Increased Cost $3,933,572 $0 $3,933,572 $3,933,572 $0 $3,933,572 

Less Cost Reductions/Refinance: 

CHIP Refinance ($3,200,000) $3,200,000 $0 ($3,200,000) $3,200,000 $0 

Partial Hospitalization (91,000) 0 (91,000) (91,000) 0 (91,000) 
Increased Utilization Review (54,225) 0 (54,225) (54,225) 0 (54,225) 

Subtotal Reductions ($3,345,225) $3,200,000 ($145,225) ($3,345,225) $3,200,000 ($145,225) 

Net Cost Reduction $588,347 $3,200,000 $3,788,347 $588,347 $3,200,000 $3,788,347 21.2% 
Percent of Total 19.8% 21.4% 21.1% 19.9% 21.5% 21.2% 
Montana State Hospital 

27 FTE - Operating Cost $997,945 $0 $997,945 $1,001,566 $0 $1,001,566 5.6% 
Percent of Total 33.5% 0.0% 5.6% 33.8% 0.0% 5.6% 


Total Present Law Adjustment $2,977,001 $14,937,274 $17,914,275 $2,962,870 $14,915,838 $17,878,708 100.0% 


Allocation of DP 1 


The MSH present law adjustment adds 27 FTE and $2 million general fund over the biennium. The 
staffing increase is requested because the MSH appropriation was based on an average daily population 
of 135, compared to the actual population of 158 during fiscal 2000. The 2001 biennium appropriation 


LFD 
COMMENT 


for MSH was based on the executive request, which DPHHS staff testified was adequate to fund operations and that 
DPHHS would manage MSH and community mental health services to achieve 135 per day. This proposal will make 
permanent 27 FTE currently in modified positions. Adding 27 FTE will support DPHHS estimated average daily 
population for MSH of 165. 
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There are several issues related to the present law adjustment to fund services at the fiscal 2000 level: 
ISSUE 


Use of CHIP funds to offset cost over-runs in fiscal 2001; 
CHIP federal offset in fiscal 2000 and the 2003 biennium; 
The average daily population of MSH during fiscal 2001; and 
Results of cost containment measures. 


Use of CHIP Funds to Offset Cost Over-Runs in Fiscal 2001 

DPHHS expanded the CHIP program by adding enhanced mental health services for CHIP eligible children who are also 
determined to be seriously emotionally disturbed. Previously, these services had been available through MHSP funded 
at 100 percent general fund. Adding MHSP services as a component of the total CHIP program allows MHSP services 
for CHIP-eligible children to be funded 20 percent general fund and 80 percent federal funds instead of 100 percent from 
the general fund. 


Additionally, all MHSP service costs should first be billed to and funded entirely through the regular CHIP health 
insurance plan until the CHIP insurance plan mental health services benefit caps are reached. The service caps include 
such limitations as the number of inpatient hospital days and the number of outpatient counseling sessions that a child 
can receive, unless the child has one of the following diagnoses, at which point the plan limits would be the same as for 
physical health services. The diagnoses are: schizophrenia; schizoaffective disorder; bipolar disorder; major depression; 
panic disorder; obsessive-compulsive disorder; and autism. MHSP does not have such service caps. 


As of December 1, 2000, no MHSP costs had been recorded against the fiscal 2001 federal CHIP appropriation in the 
accounting system. Since the MHSP claims payment system cannot record costs against the federal CHIP appropriation, 
the division must calculate and book the federal CHIP share of MHSP costs as a separate accounting entry. Legislative 
staff requested that DPHHS provide the following information for appropriation subcommittee review: — 
e The total amount of fiscal 2001 costs that have been offset by CHIP funds through December 2000 or January 
2001; and 
e The amount of MHSP costs that can be or have been billed to the regular CHIP insurance premium plan. 


The legislature should be able to determine whether the projected level of federal CHIP offset will be achieved. If 
federal CHIP funding is below the level anticipated, the legislature may wish to ask DPHHS whether it will ask for a 
higher supplemental, and if not, what additional cost-saving measures it will implement. 


CHIP Federal Funds Offset in Fiscal 2000 and the 2003 Biennium 

Prior to the CHIP expansion, DPHHS determined that MHSP services provided to CHIP eligible children had not been 
billed to the CHIP insurance plan. As noted previously, the CHIP insurance plan should fund 100 percent of the MHSP 
services provided to CHIP eligible children until the CHIP insurance plan service caps are exceeded. 


DPHHS also discovered that fewer than 1/3 of MHSP eligible children were enrolled in the CHIP program as of July 
2000. Since financial eligibility for the two programs is similar, the level of dual enrollment appeared to be low. DPHHS 
implemented an administrative rule requiring that in order to be eligible for MHSP a child must have applied for CHIP. 
Families were given 60 days from emergency rule implementation in early September to apply for CHIP in order to 
continue MHSP eligibility. At the end of October, 180 children were disenrolled from MHSP for failure to apply for 
CHIP. 
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Administration of the Enrollment Cap 

A major cost savings initiative implemented by DPHHS was to cap enrollment in MHSP. The initial cap was 3,400 adult 
slots and 900 children slots. The cap was modified to 3,515 adults and 847 children in November 2000. The average 
annual cost per slot was initially calculated by DPHHS to be $2,952 for an adult and $7,332 for a child and the Executive 
Budget is based on estimates of $3,420 for each adult and $7,704 for each child in fiscal 2003. 


Shan The average cost per child is higher because of the service mix, which includes residential psychiatric 
Seivionim car: The comparable service for adults is provided by MSH, which is not included in the MHSP cost. 
If it were, the average cost per adult slot would be $8,400 in fiscal 2003 based on the Executive Budget 

request. 


The annual cost increase for MHSP services for a child is about 2.5 percent and the annual increase for an adult is 7.6 
percent. The cost of serving an adult grows faster because of inflation in drug costs. Over 98 percent of MHSP 
prescription costs are for adults. 





Average Daily Population of MSH 

The Executive Budget request for MSH is based on an average daily population of 165, which is 7 persons higher than 
the base budget expenditures. The MSH population has averaged 164 in July, 186 in August, 180 in October 2000 and 
183 in November 2000. 


The LFC requested that the Health and Human Services Joint Appropriation Subcommittee closely evaluate the MSH 
budget request with respect to the projected average daily population. The LFC acknowledged that shortages in the 
MSH budget are likely to be made up through reductions in the budget for community services unless DPHHS requests a 
supplemental appropriation. Evaluating the adequacy of the budget request during the session gives the legislature the 
opportunity to establish appropriate policies and budget levels. 


a The Executive Budget request for MSH is based on 165 average daily population, which is 18 fewer than the 

daily population in November 2000. Recent press articles publicized a short-term policy restricting 
emergency admissions, which indicates that MSH has been nearing full capacity in fiscal 2001. 

DPHHS has testified that the new state hospital has 190 beds. However, the number of available beds is not necessarily 
a good indicator that the hospital has adequate capacity. For instance, the number of forensic patients has exceeded the 
number of forensic beds available since the new hospital opened. (The majority of the forensic population is persons 
who have committed crimes, but are determined mentally ill and committed to MSH by a court. The forensic population 
also includes a small number of prisoners from Montana State Prison whose mental illness began after they were 
incarcerated.) 


There are several issues the legislature may wish to consider: 
The total number and mix of patients at MSH compared to the mix of types of beds for the most recently 
completed month and the Executive Budget request; 
The additional costs that may be incurred if MSH population does not decline to 165 during the 2003 biennium; 
The adequacy of DPHHS plans to reduce the MSH population if the population exceeds the budget request; and 
The level of Medicaid and Medicare reimbursements. 


Legislative staff has requested that DPHHS provide information for legislative review of these issues 
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Results of Cost Containment Measures 

DPHHS also expected to offset $1.6 million in general fund cost increases during fiscal 2001 by reducing the payment 
rate for partial hospitalization services, eliminating reimbursement for partial hospitalization services provided in a 
setting outside of a hospital, and enhancing utilization review activities. Legislative staff has asked DPHHS to 
summarize and review the estimated level of cost savings achieved from these activities during appropriation 
subcommittee hearings. As with federal CHIP funds, the legislature should be able to determine whether sufficient 
savings are being generated to realize the original estimate and if not, what actions DPHHS may undertake or what 
policies the legislature may establish with respect to potential increases in general fund costs for fiscal 2001 and the 2003 
biennium. 


MHSP services at current levels will be higher than anticipated in the Executive Budget and in fiscal 2001. 
The legislature may wish to consider whether to appropriate additional funds or provide direction to DPHHS 
to reduce expenditures. 


aa If the cost containment measures have not produced the level of anticipated savings, the cost to continue 
ISSUE 





DP 2 - FY00-FY01 PRI - PASARR - The executive requests $1,144, including $286 general fund, over the biennium for 
the 1 percent rate increase granted for fiscal 2001 for the Preadmission Screening and Annual Resident Review 
(PASARR) program providers. PASARR screenings are utilized to determine if nursing facility applicants or residents 
have diagnoses or indications of mental illness. The program has a federal match of 75 percent. 


DP 4 - FY00-FY01 PRI - Medicaid - The executive requests $1.2 million total funds, including $0.3 million general 
fund, over the biennium to annualize the fiscal 2001 provider rate increase authorized by the 1999 legislature for 
Medicaid services. 


DP._5 - FY00-FY01 PRI - MHSP - The Executive Budget includes $255,332 general fund over the biennium for the 1 
percent provider rate increase granted for fiscal 2001 for MHSP providers. 


DP 26 - Mental Health Block Grant Increase - The executive requests $313,722 federal funds over the biennium for an 
increase in the federal Community Mental Health Block Grant. Fiscal 2000 expenditures were $871,537 and the new 
grant award is $1,028,398. The Mental Health Block Grant is used for community mental health services for children 
and youth with serious emotional disturbance or severe and disabling mental illness. 


This federal grant provides a portion of funding for community mental health services for children. The grant funds are 
intended to help the state develop an effective system of mental health care for children and adolescents and are spent in 
accordance with a state plan approved by the Center for Mental Health Services. 


amount is based on the average of the two most recent years of state expenditures. State match for Medicaid 
services can be counted in the maintenance of effort. Legislative staff has asked DPHHS to provide the 
calculation of the most recent maintenance of effort to compare the maintenance of effort requirement to the 2003 
biennium budget request and whether state match for CHIP expenditures can be counted in the maintenance of effort 


The state must sustain a maintenance of effort to continue to receive the mental health block grant. The 
ISSUE 


calculation. 


As of December 1, 2000, there was insufficient information to determine whether the state funds included in the 
Executive Budget request are adequate or in excess of the amount required to continue receiving the block grant. The 
legislature may wish to consider the effect on the maintenance of effort in establishing the 2003 biennium appropriation 
for mental health services. 





DP 38 - Frontier Rate Annualization - The executive requests $1.1 million, including $0.4 million general fund and $0.2 
million state special revenue, over the biennium to continue a rural rate increase to mental health centers to ensure access 
to services in Montana's rural areas. Effective January 1, 2000, DPHHS increased rates of reimbursement for certain 
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community-based mental health services delivered in counties classified by the U.S. Bureau of the Census as "frontier" 
counties (counties with a population density of fewer than six persons per square mile). The frontier premium ranges 
between 20 percent and 25 percent, depending on the service. The expenditures are not included in the fiscal 2000 base 
budget as the payment to providers will not be calculated until after the end of the fiscal year. 


Legislative staff has asked DPHHS to provide documentation about the amount that it anticipates 
LFD : ; : are 
Weenie paying for the frontier rate increase in fiscal 2000 and whether such amounts are included in its 
estimate of the 2001 biennium supplemental appropriation request. As of November 2000, DPHHS 
had not made any payments for frontier rate increases fof fiscal 2000 or fiscal 2001. 


ean As noted in the overview, AMDD is proposing to implement an intergovernmental transfer program to raise 
Teoh rates paid for services provided in frontier counties. This request is funded with $200,000 over the biennium 
from state special revenue from those agreements. 
LFD staff requested information from AMDD about the potential level of county funding available to participate in the 
program. Depending on the level of county funds that could be contributed, it is possible that some additional general 
fund increase for this proposal could be offset with county funds. 





DP. _47 - Caseload/Utilization Increase MHSP Pharmacy - The executive requests $276,228 general fund over the 
biennium to fund caseload increases in the MHSP pharmacy program. This proposal reflects a 5 percent increase in 
fiscal 2001. 





DP _50 - Caseload/Utilization Increase — MHSP Benefits - The executive requests $314,808 general fund over the 
biennium to annualize the projected 1.5 percent caseload increase in fiscal 2001 for the 2003 biennium. The request does 
not include increased caseloads in fiscal 2002 or fiscal 2003 as it anticipated that DPHHS will continue the MHSP 
eligibility cap instituted in fiscal 2001 as part of the cost-containment measures discussed in the division over view. 


September 2000, two months after fiscal 2001 started. Enrollment was initially capped at 3,400 adults and 

900 children. Monthly eligibility for MHSP ranged from 4,002 to a high of 4,429 in March 2000, based on 
August 2000 data. DP 47 and DP 50 both request present law base adjustments due to MHSP caseload increases in fiscal 
2001. Legislative staff has asked DPHHS to provide documentation about the number of persons enrolled in MHSP 
prior to the enrollment cap to evaluate the caseload increase since paid claims data for the first months of fiscal 2001 is 
insufficient to document such an increase. 


In an effort to control mental health services costs, DPHHS instituted an enrollment cap for MHSP in early 
ISSUE 


However, despite what the actual annualized caseload increase in early fiscal 2001 may have been, DP 47 and DP 50 are 
more reflective of administration of an entitlement type program rather than a capped enrollment program. The 
legislature may wish to consider the effect on the number of enrollees if it does not approve this request. Based on 
DPHHS estimates of fiscal 2003 costs, enrollment would be reduced by 86 adults or 38 children or some combination of 
the two if DP 47 and DP 50 are not approved. 





DP 51 - Medicaid Base Adjustment for FY00 - The executive requests a reduction of $849,051 general fund and a 
corresponding increase in federal funds over the biennium to adjust fiscal 2000 Medicaid base expenditures and the 
change in the required state matching rate. The state match was 27.84 percent in fiscal 2000 and is projected to be 27.27 
percent in fiscal 2002 and 26.98 percent in fiscal 2003. 


DP. 52 - Caseload/Utilization Increase - Medicaid - The executive requests $14.5 million, including $3.4 million general 
fund, over the biennium for Medicaid caseload and growth in service utilization. Increases are about 4 percent per year. 
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Caseload estimates will be updated based on the latest paid claims data available during the legislative 
session. 


1D 


COMMENT 





DP_72 - MHSP Pharmacy Price Inflation - The executive requests $2 million general fund over the biennium for 
increased pharmaceutical costs in the MHSP program. The amount requested anticipates an increase in pharmacy prices 
of 10 percent from 2000 to 2001, 15 percent in fiscal 2002, and 13 percent in fiscal 2003. This request is net of drug 

rebates. Rebates are estimated to be about 10 percent of total drug costs. A significant service component of MHSP is 
medication to control the symptoms of mental illness and emotional disturbances. The cost of prescriptions is increasing 
due to increasing numbers of prescriptions being written and increased use of newer, higher cost medications. 


Pharmacy inflation is included in several present law adjustments in this division and is a component of 
LFD ; eae pene : 

COMMENT the present law adjustments for the primary care Medicaid services in the Health Policy and Services 

Division. The legislature may wish to establish the same rates of inflation for prescription drugs in 

MHSP as in the Medicaid program when it reviews updated Medicaid cost data during appropriation hearings. The cost 

of pharmacy inflation in private contracts for MSH and MMHNCC is estimated to be 8.5 percent annually during the 


2003 biennium. 





DP 74 - MMHNCC Holiday, OT, Differential Pay - The executive requests $550,187 general fund over the biennium for 
holidays worked, overtime, and differential shift pay for the MMHNCC staff. Although these costs are routinely 
incurred in state institutions, the costs are removed from the adjusted base budget. The costs are increased 3 percent 
between fiscal 2002 and fiscal 2003. 





from Medicaid payments. If the legislature approves this proposal and determines that MMHNCC will 


Base budget expenditures for these costs were $271,028. The MMHNCC base budget is funded 45.8 percent 
heey generate Medicaid revenue in the same proportion as fiscal 2000, it could be funded in the same proportion as 


base expenditures and offset general fund costs by $258,085 over the biennium. 





DP. 76 - MSH Holiday, OT, Differential Pay - The executive requests $1.5 million general fund over the biennium for 
holidays worked, overtime, and differential pay at MSH. These personnel costs are removed from actual expenditures 
when base budgets are created for legislative appropriation consideration. The costs are increased 3 percent between 
fiscal 2002 and fiscal 2003. 








oan Base budget expenditures for these costs were $733,374. The MSH base budget is funded 3.6 percent 
COMMENT from Medicaid payments. If the legislature determines that MSH could generate Medicaid revenue 
equal to or greater than included in the base budget, the legislature could offset $54,146 general fund 

over the biennium. However, the level of Medicaid revenue that can be budgeted at MSH will depend on potential 
reimbursement changes due to hospital licensure of MSH. Please see discussion in division overview. 








DP 82 - Family & Consumer Services Training - The executive requests $150,000, including $93,750 general fund, over 
the biennium to support a continuing program of education and training of mental health consumers, their families, and 
of mental health providers. AMDD has committed, upon the recommendation of the Mental Health Oversight Advisory 
Council (MHOAC), to support this program. Consumer education has been directed at making consumers active 
participants in decisions about their treatment and recovery and at making them effective partners to assist peers in 
understanding the nature of their illness and their ability to recover. 


DP 86 - Fund MHSP Pharmacy Rebates - The executive requests $807,566 state special revenue for the biennium to 
reflect a change in accounting for pharmacy rebates. The Office of the Legislative Auditor noted an exception in the 
DPHHS fiscal 1999 audit related to the then existing accounting technique of abating drug rebate receipts against 
pharmacy expenditures. The audit recommendation requires the department to account for rebates as revenue and not 
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offset rebates against expenditures starting in fiscal 2002. Projected rebates are estimated at 10 percent of drug costs. 
Not all drug manufacturers participate in the MHSP pharmacy rebate program. This issue is also included in the budget 
recommendations for program 07, the Health Policy and Services Division. 


a The issue related to the appropriation for drug rebates in AMDD is the same as the issue raised in the Health 
Sato Policy Services Division: the use of state special revenue may not comply with legislative policies established 
in statute. 

State Special Revenue or General Fund 

The drug rebate appropriation is made from state special revenue and federal funds. Use of a state special revenue 
appropriation in this instance may not comply with legislative policies governing the use of state special revenue 
accounts as established in statute (Section 17-1-505(3), MCA). Two of those guidelines that are appropriate to this 
proposal include: 1) the program or activity provides direct benefits to those who pay the dedicated tax, fee, or 
assessment, and the tax, fee, or assessment is commensurate with the cost of the program or activity; and 2) the dedicated 
revenue does not impair the legislature's ability to scrutinize budget, control expenditures, and establish priorities for 
state spending. The use of a state special revenue account does not appear to meet these legislative policy guidelines for 
this proposal. 


Drug rebate revenue does not provide a direct benefit to those who pay the fee or tax and it is not commensurate with the 
cost of the program. Rebates range from 19 to 22 percent of the total cost of drugs. Depending on how closely the 
legislature reviews and establishes drug rebate revenue, the state special revenue designation could impair its ability to 


establish and control expenditures. 


If the legislature believes that it is inappropriate to budget the state Medicaid match for rebates from state special 
revenue, it could budget the state match from the general fund. There would be no impact to the general fund balance, 
assuming drug rebate expenditure estimates were accurate or nearly so, because rebate revenues would be deposited to 
the general fund and offset the general fund appropriation. 


Use of State Special Revenue 

If the legislature approves use of state special revenue for the state match drug rebates, it could consider establishing 
conditions that would prevent expansion of the Medicaid program if rebate revenues were higher than budgeted. If 
rebate income exceeds the state special revenue appropriation, DPHHS would be able to transfer state special revenue 
authority from other programs to augment the appropriation. The legislature could consider allowing DPHHS to increase 
the state special revenue match by reducing general fund Medicaid matching funds an equivalent amount. This condition 
could be placed appropriately in HB 2. 


Legislative staff requested that DPHHS provide the amount of pharmacy rebates billed and the amount paid for MHSP 
during budget hearings. This information will help the legislaure evaluate overall pharmacy costs. 





DP 199 - MHSP Eligibility Staffing - The executive requests 6.0 FTE and $407,882, including $305,912 general fund, 
for eligibility determination for MHSP. DPHHS assumed responsibility for MHSP in fiscal 1999. This request is for 
funding and personnel services resources for the division to determine program eligibility for more than 5,000 
participants in MHSP. The financial eligibility determination was assigned to the Human and Community Services 
Division in DPHHS and is addressed in the budget for that program. 





LFD Operating costs associated with eligibility determination are included in the base budget expenditures for the 
TID Human and Community Services Division. The cost of the FTE would not be included in the base budget. If 


the legislature approves this request, it could reduce operating costs by $11,000 annually. General fund 
supports about two-thirds of the cost. 
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DP 988 - Annualization of Utilization Review - The Executive Budget includes $2.2 million, including $0.5 million 
general fund, to annualize the cost of an expansion of the Medicaid and MHSP utilization review and management 
contract in fiscal 2001. A new contractor was awarded the contract effective October 2000. The new contract expands 
the services required by the contract. The utilization review contractor is responsible for assisting the department in 
managing the high-end, more costly benefit services in the mental health Medicaid program and the MHSP. 


DP 989 - SABHRS - Medicaid Base Adjustment - The executive reduces federal funds $4 million over the biennium to 
correct for differences between fiscal 2000 Medicaid expenditures as recorded on the Statewide Accounting, Budgeting, 
and Human Resources System (SABHRS) and actual Medicaid payments. 





wish to combine the accounting error change in a present law adjustment for Medicaid services. Entitlement 

programs such as Medicaid are not driven by changes from base budget expenditures so much as from 
estimates of caseload, service utilization, inflation, and state matching rate changes. It may be more understandable to 
fund a Medicaid present law adjustment correctly than to approve several piecemeal changes. 


As noted in the Senior and Long-Term Care Division budget request for a similar issue, the legislature may 
ISSUE 





DP 993 - MMHNCC Medicaid Patient Pharmacy - The Executive Budget requests $730,000 state special revenue over 
the biennium to change the process of billing for prescription drugs for the Medicaid residents at MMHNCC. The 
MMHNCC serves Medicaid and non-Medicaid residents. The cost of prescriptions for the non-Medicaid residents is in 
the MMHNCC base budget, while the cost of prescriptions for Medicaid residents is not in the base budget as the 
previous pharmacy contractor billed the Medicaid program directly. This request asks for the authority to create a state 
special revenue fund to deposit the collections of Medicaid pharmacy claims for residents. The MMHNCC would use 
these collected funds to pay drug costs for Medicaid residents. 





As noted previously, statute requires federal Medicaid revenues that support institution costs be deposited in a 


LFD. ; 
federal special revenue account. 


ISSUE 


Legislative staff requested that DPHHS provide documentation about how much the contractor billed Medicaid for 
prescription services during fiscal 2000 base year for MMHNCC residents in order to compare base expenditures to the 
2003 biennium request. 





DP_998 - MMHNCC Pharmacy Cost Inflation - The executive requests $103,964 general fund over the biennium for 
increased MMHNCC pharmacy costs. The pharmacy management contract requires a 25 percent increase in the 
management fee associated with the contract in fiscal 2001 and 4.5 percent each year thereafter. The contract changes 
also require an increase of 8.5 percent in prescription drug costs beginning in fiscal 2001. 


DP 999 - MSH Pharmacy Cost Inflation - The executive requests $427,630 general fund over the biennium for increased 
pharmacy costs at MSH. The pharmacy management contract requires a 25 percent increase in the management fee 
associated with the contract in fiscal 2001 and 4.5 percent each year thereafter. The contract changes also require an 
increase of 8.5 percent in prescription drug costs beginning in fiscal 2001. 





LFD The legislature may wish to coordinate pharmacy inflation rates across all programs. The rate of inflation 
Gi requested in the present law adjustment for MHSP ranges from 10 to 15 percent for the same time span 


contract increases of 8.5 percent referenced in DP 998 and DP 999. If the legislature chooses to accept one 
standard inflation rate, the contract rate of 8.5 percent annually is the lowest rate requested in adjustments related to 
pharmacy costs in this division. 
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New Proposals 


State . State Federal 
Sub Special i Funds Special Special 
Program 


DP 130 - Provider Rate Increases 02-03 - Medicaid 
0.00 183,843 684,149 938,734 ; 459,109 308,300 2,076,954 
DP 131 - Psychiatrist Access Rate Increase 
01 0.00 88,285 143,546 231,831 ! 102,309 0 167,189 
DP 136 - Provider Rate Increase - PASARR 
0.00 217 867 : 656 0 1,969 
DP 137 - Provider Rate Increase - MHSP ; 
01 0.00 193,414 193,414 ; 586,043 0 0 
DP 174 - Behavioral Health Facilities Start-Up , 
01 0.00 350,000 350,000 0. 0 0 
DP 193 - Law Enforcement & Criminal Justice 
01 1.00 42,219 67,551 : 0 25;395 
DP 987 - Expansion of CHIP Eligibility to 175% FPL 
01 0.00 0 0 0 ; 0 1,000,000 





Total 1.00 $857,978 $70,742 $853,677 $1,782,397 : $1,190,441 $308,300 $3,271,507 


New Proposals 

The mental health services function includes $6.5 million in new proposals, including $2.0 million general fund. The 
majority of the new proposals are related to provider rate increases of $4.3 million and to a CHIP financial eligibility 
increase of $1 million. 


DP _130 - Provider Rate Increases 02-03 - Medicaid - The Executive Budget includes $3.8 million over the biennium, 
including $0.6 million general fund and $0.4 million in interest income from the new constitutional trust fund for tobacco 
settlement proceeds for a 1.5 percent provider rate increase in fiscal 2002 and 3.0 percent increase in fiscal 2003 for 
Medicaid mental health service providers. DPHHS notes that the current consumer price index estimates an inflation 
rate for health care costs between 3.5 and 4.0 percent annually and that behavioral health service providers sometimes 
limit the number of publicly funded consumers they will see. 


DP 131 - Psychiatrist Access Rate Increase - The executive requests $501,329, including $190,594 general fund, over the 
biennium to continue a 25 percent provider rate increase granted to psychiatrists in fiscal 2001 for services provided to 
Medicaid and MHSP recipients. The rate increase was granted to enhance access to psychiatrists to ensure timely 
provision of psychiatric evaluations and appropriate medications. Lack of appropriate psychotropic medication, or the 
lack of timely assessment of the effectiveness and side effects of prescribed medications can result in hospitalization or 
other treatment that is unnecessary. DPHHS believes that increased reimbursement would allow mental health centers to 
employ additional psychiatrists, where the majority of Medicaid and MHSP beneficiaries obtain psychiatric services. 





This rate increase was not considered or funded by the 1999 legislature. If legislature chooses to not fund the 


ee MHSP portion of the rate increase, DPHHS would need to reduce MHSP by 12 adult slots or 5 children's slots 


ISSUE 


or’a combination in fiscal 2003. However, the number of children's slots that could be reduced would depend 
on the number of CHIP eligible children who are also eligible for MHSP. DPHHS could not reduce children's slots 
below the number of children eligible for CHIP. 





DP 136 - Provider Rate Increase - PASARR - The executive requests $3,492, including $873 general fund, over the 
biennium for rate increases of 1.5 percent and 3.0 percent in fiscal 2002 and fiscal 2003, respectively for the PASARR 
(Pre-Admission Screening and Annual Resident Review) service providers. 


DP 137 - Provider Rate Increase - MHSP - The Executive Budget includes $779,457 general fund over the biennium for 
an MHSP provider rate increase 1.5 percent in fiscal 2002 and 3.0 percent in fiscal 2003. This increase is the same rate 
as proposed for Medicaid mental health services. ' 
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increase, the number of MHSP slots would potentially be reduced. The number of slots would be reduced by 

171 adult slots or 76 children's slots or some combination of both, based on the department estimate of 
average cost per slot in fiscal 2003. However, the number of children's slots that could be reduced would depend on the 
number of CHIP eligible children eligible for MHSP. DPHHS could not reduce children's slots below the number of 
children eligible for CHIP. 


If the legislature does not approve an appropriation for a rate increase, but allows DPHHS to implement a rate 
ISSUE 





DP._ 174 - Behavioral Health Facilities Start-Up - The Executive Budget includes $350,000 general fund in fiscal 2002 to 
fund requests for proposals for start-up and initial operation of Behavioral Health Facilities (BHF) in two Montana 
communities. The department would attempt to locate the two facilities in a way that would logically and efficiently 
serve the maximum population of the state. A BHF would provide a multi-purpose, short-term residential setting for: 
e Stabilization for adults in psychiatric crisis; 
e Non-hospital detoxification for adults inebriated or under the influence of controlled substances who present as 
suicidal or with psychotic symptoms; 
e Short-term evaluation, residential stabilization and treatment of adults with a serious mental illness who would 
otherwise be treated at MSH; 
e Pre-commitment detention and assessment of adults awaiting a commitment hearing; 
e Comprehensive assessment and coordinated placement of the patient in the most appropriate treatment setting; 
and 
e Diversion from jail for individuals with a behavioral health disorder who are arrested for minor offenses. 





A BHF would have a capacity of no more than 15 beds and be staffed continuously so as to provide necessary 
assessment, stabilization, and monitoring and for the safety needs of the individuals in residence. A BHF would be 
licensed by DPHHS under a new category. It would meet standards necessary to qualify for reimbursement through the 
Montana Medicaid program and MHSP when appropriate. The division would also contract with these facilities through ~ 
the Chemical Dependency Program. 


The Mental Health Oversight Advisory Council, authorized by SB 534 in the 1999 legislative session, endorsed the 
request for BHFs. The Council has identified development of improved services for people with co-occurring disorders 
as one of its highest priorities for the 2001 legislative session. 


obtaining a waiver of federal Medicaid regulations in order to reimburse some of the start-up costs for BHFs 

with federal Medicaid funding and plan for ongoing costs and staff resources necessary to implement and 
manage a waiver; 2) ongoing costs and funding for BHF services; and 3) use of alcohol tax funds to offset general fund |: 
start-up costs. 


There are three issues related to BHFs that the legislature may wish to consider: 1) the desirability of 
ISSUE 


Waiver of Federal Medicaid Criteria 

Once a state opts to participate in the Medicaid program it must abide by certain federal rules and regulations governing 
the program. Two of the basic federal requirements in Title XIX of the federal Social Security Act, which established 
Medicaid, include: 1) services must be available statewide (Section 1902(a)(1) of the Act); and 2) consumers must have | 
freedom of choice among providers (Section 1902(a)(23) of the Act). A state must obtain a waiver of either or both of 
these criteria if it limits statewide availability of services or provider participation in the Medicaid program. 


Generally, the Medicaid program operates in the following manner. There are certain services that a state must include 
in a Medicaid program, such as hospital and physician services. There are other services that a state may chose to add - 
optional services as mental health and chemical dependency. Optional services, such as some outpatient procedures or 
settings, may be less costly than the same service available through inpatient hospitalization. Since all services must be 
medically necessary to be eligible for Medicaid reimbursement, optional services are sometimes a less expensive 
alternative to inpatient care. 
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States have flexibility to establish provider fee schedules and provider participation criteria, which 
can include licensure and certification requirements. Fee schedules must be sufficient to attract and 
retain Medicaid providers. A test that has been used by courts to determine adequacy of provider 
availability in a state Medicaid program is whether Medicaid participants have the same proportional access to care as 
other residents of the state. Provider participation criteria must be reasonable, although there is little written federal 
guidance on how "reasonable" is measured or determined. Any willing provider meeting state established qualifications 
and willing to accept established Medicaid fees must be allowed to participate in the state Medicaid program. 


LFD ISSUE 






CONTINUED 









If a state wishes to limit provider participation, the statewide availability of services, or freedom of consumer choice, it 
must obtain a waiver of federal Medicaid requirements and competitively procure contractors. If a state wishes to 
competitively procure services and limit provider participation to those providers selected through the procurement 
process, it must also obtain a waiver. 










Federal Health Care Financing Administration (HCFA) officials estimate that at least 1.0 FTE would be needed to 
implement and administer a new waiver program that served a small number of people. 2.0 FTE would be needed to 
implement and administer a new waiver program that served 50 to100 people. 







DPHHS does not anticipate requesting a waiver to implement BHFs. It appears that as long as start-up funds are fully 
funded from the general fund, the proposal does not violate federal Medicaid criteria. However, if DPHHS were to 
obtain a waiver for these services it could fund some of the start-up costs with federal matching funds. 






If the legislature wishes to ensure that the number of BHFs is limited to two providers, it may wish to direct DPHHS to 
secure a waiver of statewideness and consumer freedom of choice among providers. Under a waiver, the legislature 
would be able to budget for BHF services with a higher degree of certainty, than under the executive proposal. Although 
the executive is proposing to provide start-up funds for two providers, once it establishes provider participation criteria, 
any provider willing to make the investment in a BHF can become a Medicaid provider. 









If DPHHS intends to obtain a waiver, it may not be possible to perform the initial preparation, review, and approval of a 
waiver in time to establish BHFs in fiscal 2002. If DPHHS intends to pursue a waiver, it may be more appropriate to 
establish the appropriation as a biennial appropriation. 









Ongoing Service Costs/Funding 

Legislative staff requested that DPHHS provide estimates of the annual operating costs for a BHF and the funding 

sources that would support such a facility for consideration during appropriation hearings on this proposal. Since there 

are no funds to pay for services provided by BHFs in fiscal 2003, the implication seems to be that costs will be absorbed 

within current spending levels. The legislature may wish to evaluate: 

e The estimated annual service costs; 

e Funding of service costs, including general fund costs, the availability of federal Medicaid funds, and the 
estimated revenue from local and private sources; 

e Any potential offset due to reduced MSH costs; and 

e The use of alcohol state special revenue. 











The executive has defined the start-up costs for BHFs in its proposal, but not the ongoing service costs that would be 
funded in fiscal 2003 and the 2005 biennium to support such facilities. Depending on information provided, the 
legislature may wish to establish guidelines for total service expenditures for BHFs. 
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The Executive Budget seems to imply that BHFs might be operational as early as fiscal 2003 and if so, 
LFD ISSUE ; on ; The levis! ta ee 
Toe service costs would be entirely funded within present law expenditures. € legislature would need to 
closely review the assumptions regarding payment for expanded services. If it is assumed that BHFs 
will reduce the MSH population and provide savings to pay for community services, that assumption should be viewed 
with caution. To date, service expansions have not resulted in noticeable cost savings in higher-end services and 
currently MHSP does not reimburse inpatient hospital costs. To the extent that services formerly provided by hospitals 
are shifted to a BHF, it will not be a cost neutral proposal. 





Offset General Fund Start-up Costs with Alcohol Tax Funds 

Legislative staff requested information on whether alcohol funds could be used to pay part of the start-up and ongoing 
operational costs for these facilities, since the facilities are designed to provide both mental health and chemical 
dependency services. If the legislature approves this request, it could request that AMDD provide a method for 
allocating part of the start-up costs for these facilities to alcohol state special revenue. 


Legislative staff also requested information on how BHF services will be reimbursed. If services are cost based, then 
workloads to administer the program are higher and costs are subject to more fluctuation. 


DP 193 - Law Enforcement & Criminal Justice Training - The Executive Budget includes $135,270, including $84,543 
general fund, and 1.0 FTE over the biennium to fund development of, and make available to local law enforcement 
personnel, training to help them to appropriately respond to emergency situations involving severe mental disturbance, 
chemical intoxication, and/or mental illness. The training would be designed to help them recognize persons suffering 
from a serious mental illness or chemical dependency problem and to obtain appropriate assistance in working with such 
persons in a crises situation. Officers currently receive little to no training, with the exception of 2 hours of training at 
the Law Enforcement Academy. 


Training would be developed cooperatively with representatives of law enforcement and would be provided through 
contracted personnel. Training will focus on: 
e Initial assessment and recognition of symptoms (including use of a standard tool to screen persons taken into 
custody for minor offenses); 
e Consumer rights; 
e Appropriate response; and 
e Access to and utilization of treatment resources. 


In fiscal 2002 this program would deliver 1 to 2 days of intensive training (potentially distributed over a more extended 
period) for participating peace officer personnel from Montana's larger communities and counties. In fiscal 2003, 
training would be provided via one-day workshops in each of four communities with participation by law enforcement 
personnel from communities throughout the region. 


The FTE would serve as a community systems liaison to coordinate training for law enforcement agencies and for other 
community agencies, including county attorneys, public defenders, and district courts and serve as a resource and first 
point of contact for all levels of local government concerning chemical dependency, mental illness, behavioral health 
services, and the public behavioral health systems. 





LFD The LFC, as part of its interim study of public mental health services, endorsed the recommendation of 
COMMENT the Mental Health Oversight Advisory Council to provide training on mental illness to law enforcement 
personnel and other persons who deal with mental illness. The LFC endorsed this budget proposal and 


requested introduction of a resolution directing DPHHS and the Department of Corrections to cooperate in establishing 
the training and that other state agencies cooperate in ensuring appropriate individuals receive training (LC0370). 
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legislature could consider appropriating alcohol state special revenue to support part of the cost. Potentially 
up to one-half of the general fund cost could be offset with alcohol state special revenue up to a maximum of 
$42,150 over the biennium. 


Since part of the training and coordination will support chemical dependency functions and services, the 
ISSUE 


development or expansion of programs to provided integrated treatment services for individuals with a serious 

mental illness and a co-occurring substance abuse disorder. It may be possible that development of BHFs 
would fall within the guidelines for such a grant. The legislature, if it approves this request, could also provide some 
authority for contracted services to help prepare a grant application and make the general fund appropriation contingent 
on federal action with respect to the grant. 


Section 3211 of the Children's Health Act of 2000 authorizes $50 million in federal grants for the 
ISSUE 





DP 987 - Expansion of CHIP Eligibility to 175 Percent of the Federal Poverty Level - The executive requests $1 million 
federal CHIP funds in fiscal 2003 as part of the DPHHS proposal to increase CHIP financial eligibility from 150 percent 
to 175 percent of the federal poverty level. (A companion proposal, NP 145 CHIP Eligibility Increase, in the Health 
Policy and Services Division contains funding to support the CHIP financial eligibility increase for services administered 
within that program.) The executive estimates that $238,000 in general match will be needed to serve 218 additional 
children due to the CHIP financial eligibility change. 





Each year Montana receives a federal CHIP allotment and has up to three years to spend the allotment before it reverts to 
the federal government. The matching funds for this authority will come from the existing general fund within the 
Mental Health Services Plan, which currently serves children eligible for CHIP with 100 percent general fund, and 
refinances those expenditures with 80 percent federal CHIP funds. 


oan The general fund match to support the expansion of financial eligibility could potentially require 
COMMENT DPHHS to reduce the number of adult or non-CHIP eligible children slots by up to 70 adults or 30 


children or some combination of the two. 








services at the same level as CHIP services. Since MHSP has been included as a component of CHIP, 
expanded mental health services must be provided to CHIP eligible children. However, DPHHS can establish 
financial eligibility for children not eligible for CHIP at a lower level. It is not clear whether this proposal also increases 
financial eligibility to 175 percent of the federal poverty level for children who are not eligible for CHIP. Legislative 
staff asked for clarification and the documentation supporting the cost estimate for this proposal. 









The LFC requested that the appropriation subcommittee establish MHSP financial eligibility for children's 
ISSUE 
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Sub-Program Details 


Addiction Treatment & Prevention 02 
Sub-Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Exec. Budget Adjustment Proposals Exec. Budget Exec. Budget 
Budget Item Fiscal 2000 Fiscal 2002 Fiscal 2002 Fiscal 2002 Fiscal 2003 Fiscal 2003 Fiscal 2003 Fiscal 02-03 


FTE 49.35 5.00 1.00 55.35 5.00 1.00 35:35 


Personal Services 1,679,357 450,183 47,051 2,176,591 462,907 47,219 2,189,483 
Operating Expenses 1,371,325 266,871 4,000 1,642,196 298,560 4,000 1,673,885 
Equipment 10,662 0 0. 10,662 0 0 10,662 


Grants 4,241,451 4,116,753 (904,934) 7,453,270 4,114,897 (1,234,894) 7,121,454 
Benefits & Claims 0 1,626 3,320,886 3,322,512 1,626 4,501,257 4,502,883 
Debt Service 11,751 0 400 12,154 0 400 Oni 


Total Costs $7,314,546 $4,835,433 $2,467,403 $14,617,382 $4,877,990 $3,317,982 $15,510,518 
General Fund 206,257 9,233 (2,514) 212,976 9,386 (15,004) 200,639 


State/Other Special 2,452,893 302,858 25,725 2,781,476 345,262 25,809 2,823,964 
Federal Special 4,655,396 4,523,342 2,444,192 11,622,930 4,523,342 3,307,177 12,485,915 





Total Funds $7,314,546 $4,835,433 $2,467,403 $14,617,382 $4,877,990 $3,317,982 $15,510,518 


Addiction treatment and prevention services include the Montana Chemical Dependency Center, community services, 
and funding for state approved chemical dependency programs. The most significant budget proposal is expansion of 
Medicaid funding for community, outpatient and residential chemical dependency services. The division began 
implementing the expansion in fiscal 2001 and is requesting only the federal Medicaid matching funds in its budget 
request. The state match comes from existing expenditures. 


The major state funding source for this function is the earmarked alcohol tax. A table showing alcohol tax revenues, 


expenditures, and fund balance is shown in the division overview. Allocation of tax proceeds and disbursements is also 
discussed. 
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Present Law Adjustments 


State Federal State Federal 
General Special Special General Special Special 


Personal Services 264,657 275,021 
Vacancy Savings (53,117) (53,428) 
Inflation/Deflation (545) (403) 
Fixed Costs 0 0 


Total Statewide Present Law Adjustments $210,995 $221,190 


DP 3 - FY00-FY01 PRI - Indigent Youth Alcohol Treatment 

0.00 1,626 0 1,626 : 1,626 
DP 27 - MCDC Food and Rent Inflation 00-01 

0.00 0 26,778 0 26,778 y 0 26,778 
DP 28 - MCDC Holiday, OT, Differential Pay 

0.00 0 48,636 0 48,636 d 0 50,095 
DP 29 - MCDC Food and Rent Inflation FY02 & FY03 

0.00 0 27,755 0 Pgia5 i 0 56,523 
DP 992 - Discontinue OJJDP Combating Underage Drinking 

0.00 0 0 (126,946) (126,946) : 0 (126,946) (126,946) 
DP 994 - Substance Abuse Prevention & Treatment Block Grant 

0.00 0 0 974,270 974,270 : 0 972,414 972,414 
DP 995 - Continue Community Incentive Grant 

5.00 0 0 3,649,490 3,649,490 y 0 3,650,702 3,650,702 
DP 997 - MCDC Pharmacy Cost Inflation 

0.00 0 22,829 0 22,829 : 25,608 0 25,608 


Total Other Present Law Adjustments 
5.00 $1,626 $125,998 $4,496,814 $4,624,438 : $1,626 $159,004 $4,496,170 $4,656,800 





Grand Total All Present Law Adjustments $4,835,433 $4,877,990 


Executive Present Law Adjustments 

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 
present law. "Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 
Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 


DP 3 - FYO0-FY01 PRI - Indigent Youth Alcohol Treatment - The executive requests $3,252 general fund over the 
biennium to annualize a | percent rate increase granted for fiscal 2001 for the Indigent Youth Alcohol Treatment 
Program. This program provides inpatient chemical dependency services to low-income adolescents. The department is 
planning to use these funds to match federal Medicaid funds in the second quarter of fiscal 2001 and plans to continue to 
use these funds as Medicaid match in the 2003 biennium. 


aan Base budget expenditures from the general fund appropriation for indigent youth alcohol treatment were 
TSH} $162,610. Funds were sufficient to provide services for 35 children in fiscal 2000. DPHHS is proposing to 
use the general fund for match for Medicaid chemical dependency services. This change would reduce 

services available to low-income children who are not eligible for Medicaid since the general fund supported treatment 


services for children with incomes up to 200 percent of the federal poverty level. Montana Medicaid eligibility for 
children is established at 133 percent of the federal poverty level. See the LFD comments and issues about DP 117, 
"Refinance Chemical Dependency Program" in the new proposal section. If the legislature approves the chemical 
dependency Medicaid expansion, it could offset the general fund transfer from the indigent youth alcohol treatment grant 
with state special alcohol tax. 





DP 27 - MCDC Food and Rent Inflation 00-01 - The executive requests $53,556 alcohol state special revenue funding 
over the biennium for contract cost increases in rent and meals for the Montana Chemical Dependency that occur in 
fiscal 2001. The center has occupied its present treatment facility since 1993. The building is rented and the meals are 
contracted from an adjoining retirement home. Contractual inflation is 3 percent for rent and 4 percent for meals per 
year. 
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DP 28 - MCDC Holiday, OT, Differential Pay - The executive requests $98,731 alcohol state special revenue funding 
over the biennium to fund the Montana Chemical Dependency Center holidays worked, overtime, and shift differential 
pay. The Center is staffed 24 hours per day every day of the year. Although these costs were incurred in base 
expenditures, they are removed from the base budget as a standard practice. The costs are increased 3 percent between 
fiscal 2002 and fiscal 2003. Base budget expenditures were $27,486. 


DP 29 - MCDC Food and Rent Inflation FY02 & FY03 - The executive requests $84,278 alcohol state special revenue 
funding over the biennium to fund the Montana Chemical Dependency Center contracted food and rent inflation 
increases for the 2003 biennium. MCDC will continue to rent the building it currently occupies and the meals will be 
contracted from the adjoining retirement home. Contractual inflation is 3 percent for rent and 4 percent for meals per 
year. 


LFD Although rent increases are an issue raised in the agency overview, this program request is below the 
1 ; for 7 co ae 
COMMENT annual rent increase authorized for state-owned buildings 





DP 992 - Discontinue OJJDP Combating Underage - The Executive Budget reduces federal funds by $253,892 over the 
biennium as The Office of Juvenile Justice and Delinquency Planning Combating Underage Drinking Grant is 
discontinued in the 2003 biennium. 


DP _994 - Substance Abuse Prevention & Treatment - The executive requests $1.9 million federal funds over the 
biennium for an increase in the Substance Abuse Prevention and Treatment (SAPT) block grant. The SAPT block grant 
supports community services for individuals needing alcohol and drug services. The block grant was increased to $5.6 
million effective fiscal 1999. This proposal requests the difference between SAPT block grant expenditures in fiscal 
2000 and the new grant amount. 


DP 995 - Continue Community Incentive Grant - The executive requests $7.3 million federal funds and 5.0 FTE over the 
biennium to continue the State Incentive Grant program funded in the 2001 biennium. DPHHS received a $9 million 
grant from the Substance Abuse and Mental Health Services Administration. The purpose of the grant is to provide 
funding and training to assist communities with alcohol prevention planning and programming. 


ean The legislature may wish to consider whether to designate this appropriation as a one-time-only 
COMMENT appropriation if it approves the executive request. The grant may not be continued. 





DP_997 - MCDC Pharmacy Cost Inflation - The Executive Budget includes $48,437 over the biennium for increased 
pharmacy costs at Montana Chemical Dependency Center. The pharmacy management contract requires a 25 percent 
increase in the management fee associated with the contract in fiscal 2001 and 4.5 percent each year thereafter. The 
contract changes also include an increase of 8.5 percent in prescription drug costs beginning in fiscal 2001. 





requested in the present law adjustment for MHSP ranges from 10 to 15 percent for the same time span that 


The legislature may wish to coordinate pharmacy inflation rates across all programs. The rate of inflation 
ahaee private contracts for pharmacy services increase 8.5 percent (see DP 998 and DP 999). If the legislature 


chooses to accept one standard inflation rate, the contract rate of 8.5 percent annually is the lowest rate requested in 
adjustments related to pharmacy costs in this division. 
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New Proposals 


Federal State Federal 
Special Special Special 


DP 117 - Refinance Chemical Dependency Progr 
02 1.00 (4,978) : 2,444,192 2,464,939 : (22,469) 25,809 3.30777 
DP 138 - Provider Rate Increase - Indigent Y 
0.00 2,464 0 0 2,464 : 7,465 0 0 


Total 1.00 ($2,514) $25,725 $2,444,192 $2,467,403 f ($15,004) $25,809 $3,307,177 $3,317,982 





New Proposals 

DP 117 - Refinance Chemical Dependency Program - The Executive Budget includes $5.8 million and 1.0 FTE over the 
biennium to refinance the public chemical dependency program by creating a Medicaid benefit for a full range of 
services for adolescents and adults. DPHHS began implementation of the Medicaid program expansion in fiscal 2001. 


The MCDC has been funded from $2.6 million in alcohol tax monies and DPHHS distributes an additional $1.0 million 
of alcohol taxes to counties. Except for these alcohol tax funds, there are virtually no state funds in the alcohol and drug 
abuse treatment program. The other significant funding sources for chemical dependency programs are federal block 
grants, which total about $9.2 million annually 


The Medicaid expansion is funded by redirecting up to $1 million of the federal chemical dependency block grant to 
support operation of the MCDC. This funding change frees up earmarked alcohol tax to be used as state match for 
Medicaid coverage of chemical dependency services. 


DPHHS review of other state Medicaid chemical dependency service programs indicates that this amount is sufficient to 
provide a full range of services to Montana's Medicaid population including: 
e Outpatient counseling; 
Intensive outpatient counseling; 
Family therapy; 
Case management; 
Therapeutic foster and group home services for youth; 
Detoxification in hospital and non-hospital settings; 
Crisis stabilization; and 
Inpatient treatment. 


Several of the state's priority groups for chemical dependency treatment are often covered by Medicaid, including the 
Temporary Assistance for Needy Families program (TANF) recipients, adolescents from low-income homes, adults with 
co-occurring disabilities such as mental illness and developmental disabilities, and families involved with the child 
protective services program. 


After transferring a portion of the federal block grant to support MCDC, the department would retain approximately $3.1 
million in block grant funds to provide services to other low-income priority groups (e.g. persons in the criminal justice 
system, adolescents, and women with children) who may not qualify for Medicaid eligibility. 


This proposal also includes 1.0 FTE to serve as the Medicaid program officer for the chemical dependency program. 
This staff person would develop administrative rules and Medicaid state plan documents, train and enroll providers, 
serve as provider liaison for chemical dependency services and monitor the program through the Medicaid paid claims 
system. No additional state funds are requested for this position. 
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Table 33-07 shows how AMDD will fund the Medicaid service expansion by comparing the way 
appropriation authority would have been distributed historically in the Executive Budget request 
proposal. Under the proposal, more than one-third of the MCDC budget request is funded from the 


LFD 
COMMENT 


Substance Abuse, Prevention and Treatment federal block grant compared to the historic practice of fully funding the 
institution with alcohol tax funds. Community services would have received all of the block grant funds historically, but 
show a reduced allocation under the proposal. Community services contracts decline by $1.1 million of federal block 
grant authority. Funding for the indigent youth grant program is allocated entirely to the Medicaid expansion under the 
proposal. 


Table 33-07 
Funding Switch for Medicaid Expansion to Cover Chemical Dependency Services 
Fiscal 2003 Budget Request Used as Example 
Historic Allocation Proposed Medicaid Allocation 

General Alcohol SAPT Block General Alcohol SAPT Block Federal 
Function Fund Tax Grant Total Fund Tax Grant Medicaid Total 
MCDC - $2,739,785 $ - $2,739,785 - $ 1,667,501 $1,072,284 $ - $ 2,739,785 
Community Services - - 50122501 5,312,514 - - 4,240,227 - 4,240,227 

Contracts 

Indigent Youth Grants 162,610 - 162,610 - - - - - 


Medicaid - - - - 1,098,093 2 SSSA! 4,554,502 


Total $162,610 $2,739,785 $5,312,511 $8,214,906 | $149,232 $ 2,765,594 $5,312,511 $3,307,177 $11,534,514 


Total Change of Historic Funding Allocation Versus Proposed $ 3,319,608 


There is a net overall increase of $3.3 million for chemical dependency services under the proposed Medicaid allocation, 
largely due to the increase in federal Medicaid matching funds. However, distribution of funds among community 
service providers may change. Even with an increase in overall funds, the Medicaid population may be distributed or 
access services in a different proportion than funding available to local providers through contracts supported by block 
grant funds. It would be possible for total reimbursement for some providers to be lower than under the block grant 
contracts, depending on the level of Medicaid eligible services they deliver. 





The division has extensively researched the cost of expanding Medicaid funding for chemical dependency 
services. It has proposed a plan that implements benefits gradually over three years. It also plans to require 
timely billing for services so that it can monitor expenditures within three months for the majority of 
submitted claims. The division will maintain its licensure and certification of state approved providers. All of these 
elements should help the division closely monitor the expansion and contain service costs. 


LFD 


ISSUE 





However, recent history with Medicaid costs in the mental health program and historically in primary care Medicaid and 
nursing services, point out the difficulty in controlling and living within budget projections. Despite careful planning 
and monitoring, there is the possibility that costs of the expansion will exceed the alcohol tax revenue available to 
support the state matching requirements and continue other services. If the legislature approves the Medicaid expansion 
for chemical dependency services, it may wish to consider whether to restrict appropriations for Medicaid services and 
include language in HB 2 directing the division to implement Section 53-6-101(11), MCA, which says: 


If available funds are not sufficient to provide medical assistance for all eligible persons, the department may set 
priorities to limit, reduce, or otherwise curtail the amount, scope, or duration of the medical services made available 
under the Montana Medicaid program. 


The legislature could also consider directing which benefits the division should consider the highest or lowest priority in 
terms of structuring chemical dependency services. 
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use it as state match for Medicaid chemical dependency services. Base budget expenditures from the general 


DPHHS is proposing to shift the general fund historically appropriated for indigent youth grant program and 
See fund appropriation were $162,610. 


This change could reduce services available to low-income children who are not eligible for Medicaid. Here is why: 
e The indigent youth alcohol treatment program provided services for youth in families with incomes up to 200 
percent of the federal poverty level; and 
Medicaid eligibility for children is limited to children in families with incomes up to 133 percent of the federal 
poverty level. 


The executive has not indicated that it will fund treatment services for youth with family incomes between 133 and 200 
percent of the federal poverty level from either the federal block grant or alcohol tax revenues. 


If the legislature does not approve shifting the general fund appropriation for indigent youth grant program to Medicaid 
match, it could increase the alcohol state special revenue funds for the expanded Medicaid program. The legislature 
would need to separate the general fund appropriation for indigent youth treatment and establish conditions in HB 2 to 
implement the policy with regard to expenditure of the general fund appropriation. 


If the legislature accepts the executive proposal to change the use of the general fund appropriation for indigent youth 
grant program to Medicaid match, it could eliminate the general fund and replace it with alcohol state special revenue 
funds. 





other low-income persons who do not qualify for Medicaid. Alcohol and block grants funds that support 

contracts with state approved programs fund services to persons with incomes up to 200 percent of the 
poverty level. Medicaid financial eligibility ranges between 40 percent of the federal poverty level for some adults up to 
133 percent of the federal poverty level for pregnant women and most children. 


Diversion of alcohol funds to provide the state match for Medicaid services could limit services available to 
ISSUE 





Diversion of alcohol funds for Medicaid services will expand the total funding available for services because currently 
some Medicaid eligible persons are receiving services funded fully from state funds. If those services could be funded 
with federal Medicaid funds, about 73 percent of the state costs would be offset. DPHHS is using the offset, "freed up" 
state funds to support the expansion of Medicaid without impacting the total state funding for the program. 


DPHHS estimates that 499 persons served by state approved programs in 1999 were Medicaid eligible. A limited 
amount of the services received by these persons were reimbursed through Medicaid services administered by the Indian 
Health Services and through EPSDT (Early, Periodic Screening, Diagnosis, and Treatment entitlement for children with 
federal Medicaid). 


DPHHS estimates that the expansion will be fully implemented by the end of fiscal 2003. During fiscal 2003, DPHHS 
expects 703 persons to access Medicaid services and the average cost for each person to more than double from fiscal 
2001 (see Table 33-08) 


Table 33-08 
AMDD Estimates of Medicaid Expansion to Cover Chemical Dependency Services 
Funding Number Served Average 
Fiscal Year SSR Federal Total Youth Adult Total Cost 


Fiscal 2001 $152,382 $405,392 $557,774 153 - 153 $3,646 


Fiscal 2002 909,988 2,445,425 3,355,413 186 622 55395 
Fiscal 2003 =—1,467,941 3,972,906 5,440,847 223 703 7,739 
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The growth in average per person cost is due to three variables: 1) addition of new services; 2) the 
LFD ISSUE ; : ga : : e : ai, 
service mix; and 3) the rates paid. The Medicaid service expansion will make available a limited 
CONTINUED : : ; d : 
number of new services. It will also make more intensive, higher cost services available as an 
entitlement. Finally, the rates paid for services will be increased. 


Since the number of persons expected to access services in fiscal 2003 exceeds the number of Medicaid eligible persons 
receiving state funded services and the average cost per person more than doubles, the state match required to support the 


Medicaid expansion may exceed the state cost of fully funding services for persons who were Medicaid eligible in 1999. 
When the match requirement exceeds the full state cost in fiscal 1999, there is less funding to support services for low- 
income persons who are not Medicaid eligible. 


Legislative staff asked DPHHS to present information on the average cost of services provided to Medicaid eligible 
persons in 1999 in order to compare the level of state match to base expenditures. With that information, the legislature 
should be able to determine whether the expansion in Medicaid services will make less state funding available to other 
low-income persons and the potential magnitude of the change. 





businesses. Since alcohol taxes will be used to pay the state share of Medicaid costs, private for-profit 
businesses would not be eligible under state law to receive Medicaid reimbursement. 


Section 53-24-108(2), MCA prohibits expenditure of alcohol tax revenues for services provided by for-profit 
ISSUE 





This provision may conflict with federal Medicaid criteria, which requires state Medicaid plans to provide for freedom of 
choice among providers. It is not clear that a state can limit provider participation in Medicaid according to profit status. 
DPHHS has not indicated whether it will request legislation to change the statute. 


It is not possible to determine from reading the administrative rules governing approval of chemical 

LFD : 
COMMENT dependency programs that there is the difference in approval of programs that are: 1) state approved 
and therefore eligible for funding from county alcohol tax distributions; and 2) state approved and not 
eligible for funding from alcohol tax distributions. Because DPHHS uses the term "state approved program" without 
designating between the two types of programs, interpretation of approval requirements becomes confusing. The 


difference in administration of the program is that such programs are not eligible to receive earmarked alcohol taxes and 
block grant funds. However, that distinction is not included in written rules. For instance, Rule 37.27.106 says that in 





order for a provider to become a state approved program (and therefore presumably eligible for participation in the 
Medicaid program) the provider needs to provide evidence that its requested services are included in the county plan as 
required by 53-24-211, MCA. However, DPHHS has given state approval to programs that do not meet this 
requirement. 


The same administrative rules will also govern approval of programs that are eligible to participate in the Medicaid |. 
program. The legislature may wish to suggest that DPHHS provide a clarification to administrative rules, which would 
clearly state that inclusion in the county plan is not necessary in order to become a qualified Medicaid provider. 





DP 138 - Provider Rate Increase - Indigent Youth - The executive requests $9,929 general fund over the biennium for a 
provider rate increase of 1.5 percent in fiscal 2002 and 3.0 percent fiscal 2003 for adolescent inpatient chemical 
dependency providers. 
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Sub-Program Details 


Division Administration 03 


Sub-Program Proposed Budget 
Base 
Budget 


Budget Item Fiscal 2000 


Es 13.00 
571,516 
177,693 
19,508 
0 

88 

LOST 


Personal Services 
Operating Expenses 


Total Costs $788,116 
570,746 
24,562 
192,808 


General Fund 
State/Other Special 
Federal Special 


Total Funds $788,116 


PL Base 
Adjustment 
Fiscal 2002 


Total 
Exec. Budget 
Fiscal 2002 


New 
Proposals 
Fiscal 2002 


13.00 


57932) 
184,732 
19,508 
0 

88 
19,311 


$802,960 
581,504 
25,052 
196,404 


$802,960 


This proposal presents the indigent youth program as a separate component of the range of chemical 
dependency services, rather than as an integrated part of the Medicaid expansion. The Executive Budget does 
not include rate increases for other chemical dependency services, including Medicaid services. Rates paid 
for some chemical dependency services will be raised as part of the expansion of Medicaid services to include chemical 
dependency services, as discussed earlier. If the legislature approves this rate request, it should be funded about 73 
percent from federal matching funds since the program is being assumed into the Medicaid services expansion. 


PL Base 
Adjustment 
Fiscal 2003 


0.00 
13,364 
9325 
0 

0 

0 

0 
$22,689 
16,520 
A335 
5,434 


$22,689 





Division administration is responsible for operation and management of the division. 
allocated across division activities and is supported from a mix of general fund, alcohol state special revenue, and federal 


Medicaid and block grant funds. 


Present Law Adjustments 


General 


Personal Services 
Vacancy Savings 
Inflation/Deflation 
Fixed Costs 


Total Statewide Present Law Adjustments 


Total Other Present Law Adjustments 
0.00 


$0 


Grand Total All Present Law Adjustments 


Executive Present Law Adjustments 


State 
Special 


Federal 
Special 


General 














Total 
Exec. Budget 
Fiscal 02-03 


Total 
Exec. Budget 
Fiscal 2003 


New 
Proposals 
Fiscal 2003 


13.00 


584,880 
187,018 
19,508 
0 

88 
19,311 


$810,805 
587,266 
255297 
198,242 


$810,805 


The administrative function is cost 


Federal 
Special 


State 
Special 


The "Present Law Adjustments" table shows the primary changes to the adjusted base budget included in the executive 


present law. 


"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. 


Legislative decisions on these items will be applied globally to all agencies. A description of each item is included in the 
"Agency Budget Analysis Roadmap" section that begins this volume. The other numbered adjustments in the table 
correspond to the narrative descriptions. 
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